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Cuarwes 8S. McCain JoHN McHucu 


Chairman Chairman 


Board of Directors Executive Committee 
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The Chase isa commercial bank that since 
1877 has offered every protection, facil- 


ity and convenience known to banking. 
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BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
—A National Bank: Member of Federal Reserve System 


CALIFORNIA 


BANK of AMERICA 


—A California State Bank 














CONDENSED STATEMENT OF CONDITION, JUNE 30; 1933 


RESOURCES 


Bank of America 











Bank of America COMBINED 

























N. T. & S.A. A California State Bank 
Cash in Vault and in Federal Reserve Bank . $ 32,073,674.51 $ 1,583,360.12 
ee ee a ee 43,027,857.08 ___8,429,197.29 — $ 85,114,089.00 
United States Government Securities . . . 177,857 866.60 6,731,658.56 
State, County and Municipal Bonds. . . . 74,747 ,090.76 9,292,867.10 
Other Bonds and Securities. . . . 2. - 15,443,843.88 3,778,466.54 287,851,793.44 
Stock in Federal Reserve Bank. . . .. . 2,700,000.00 None 2,700,000.00 
Leens end Discounts . . . . s = o.¢ 463,707 517.78 26,883,903.43 490,591,421.21 
Accrued Interest and Accounts Receivable . 9,565,807.09 32,540.95 9,598,348.04 
Bank Premises, Furniture, Fixtures and Safe 
Deposit Vaults. 410 Banking Offices in 243 
California Communities . ...... 38,617,107.55_ 2,325,982.68 40,943,090.23 
Other Real EstateOwned ....... 6,626,107.13 405,882.28 7,031,989.41 
Customers’ Liability on Account of Letters 
of Credit, Acceptances and Endorsed Bills 10,169,043.46 10,775.00 10,179,818.46 
Ee ee ee ee ee 1,649,535.47 55,800.11 __1,705,335.58 
Total Resources . . . . . . . . . . — $876,185,451.31 — $ 59,530,434.06  $935,715,885.37 


LIABILITIES 


eS BOM $ 50,000,000.00 $ 4,000,000.00 
Ge ae ee re ee ee ee 1,600,000.00 









Capital 








Pr CE "5 oe me 6 6 ee we 12,262,393.45 555,390.76 
NY iad carne Te, a ob) a Bt a ton ies 7,279,379.70 952,009.75 $111,649,173.66 
Reserve for Quarterly Dividend payable 

POE hehe a gS alghle Ue oa 750,000.00 25,000.00 775,000.00 
NESE ee Cet ae ee 45,500,000.00 None 45,500,000.00 
Rediscounts and Bills Payable. . . . .. None None None 


Liability for Letters of Credit and as 
Acceptor, Endorser or Maker on 










Acceptances and Foreign Bills. . . .. 10,367,327.10 10,775.00 10,378,102.10 
: o_o 169,424,984.64 11,821,361.70 
Deposits . . a 
Savings . 2... . . . . . __543,601,366.42 ___40,565,896.85 __767,413,609.61 
ee EE > gg os es of te $876,185,451.31 $ 59,530,434.06 $935,715,885.37 


THIS STATEMENT INCLUDES THE FIGURES OF THE LONDON, ENGLAND, OFFICE OF BANK OF AMERICA N. T. & S. A. 


BANK of AMERICA NATIONAL TRUST & SAVINGS ASSOCIATION... a National Bank... and 
BANK of AMERICA... California State Bank...are identical in ownership and management 
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Manchester 
District Office: 


43, SPRING GARDENS, 










London Office: 


68, LOMBARD ST., 
LONDON, E.C.3. 











Head Office: WATER STREET, LIVERPOOL. 





Capital Paid Up and Reserves... £7,245,411 
Deposits, etc., at 31st December, 1932 . £85,814,430 


The Bank has over 555 offices, and Agents in 
all the principal towns at home and abroad. 















All descriptions of Banking, Trustee, Executorship and Foreign Exchange 
Business transacted. The Bank is prepared to act as 
Registrar for Public and Corporate Bodies. 


Commercial Bank of Greece 


(A Limited Liability Company registered in Athens) 


Head Office: Athens 


BRANCHES 


Piraeus, Argos, Pyrgos, Patras, Corfou, Cephalonia, Nauplie, Vostizza, Calamata, 
Syra, Chio, Candia, Volo, Salonica, Larissa, Triccala, Mytilene, Canea, 
Zante, Tripolitza, Plomari, Rethymo. Cavalla, Carditza, Prevesa, Vathy, 

Carlovassi, Naxos, Chalkis, Farsala, Histiea, Florina, Agrinion and Amalias. 


ASSOCIATED BANK in LONDON 

The Commercial Bank of The Near East, Ltd. 
4 London Wall Buildings, E. C. 2 

with branches in CONSTANTINOPLE and ALEXANDRIA 





Correspondents in the principal towns of Greece and in foreign countries 
throughout the world 


GENERAL BANKING BUSINESS TRANSACTED 


Collections, Letters of Credit, Cable Transfers, Current 
and Term Deposits, Ete. 


Capital and Reserves . . Dr. 421,688,991 
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Nederlandsche Handel-Maatschappij, N.v. 
(NETHERLANDS TRADING SOCIETY). 


BANKERS 


Head Office: AMSTERDAM. 
Branches in HOLLAND: ROTTERDAM, THE HAGUE. 


Branches in the NETHERLANDS INDIES: BATAVIA, SOURA- 
BAYA, SAMARANG, MEDAN, and further Principal Ports. 


Branches in the STRAITS SETTLEMENTS, BRITISH INDIA, 
CHINA, JAPAN and ARABIA: SINGAPORE, PENANG, RAN- 
GOON, CALCUTTA, BOMBAY, HONGKONG, SHANGHAI 
KOBE and YIDDAH. 


Grant Drafts and Issue Letters of Credit on all their Branches and 
Correspondents in the East, on the Continent, on Great 
Britain, Africa, America and Australia, and transact 
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Banking Business of every description. 
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! The Union Bank of Australia, Limited 


Established 1837. Incorporated 1880. 


CAPITAL AUTHORIZED AND ISSUED £12,000,000 
PAID-UP CAPITAL £4,000,000 

RESERVE FUND £3,350 ont anther £7,500008 
CURRENCY RESERVE. -£1,500,000 
RESERVE LIABILITY of Proprietors £8,000,000 


Head Office—71, CORNHILL, LONDON, E. C. 3 


Manager—W. A. LAING Assistant Manager—G. S. GODDEN 
Secretary—F. H. McINTYRE 


210 Branches throughout Australia and New Zealand, viz.:— 


In Victoria, 50; South Australia, 15; New South Wales, 53; Western Australia, 24; 
Queensland, 18; Tasmania, 3; New Zealand, 47. 


Agents and Correspondents in all parts of the World 


The Bank offers facilities for the transaction of every description of 
Banking business in Australia and New Zealand. 


Bills negotiated or sent for collection. Commercial and Circular Credits 
issued available throughout the World. 





THE BANKERS MAGAZINE 


mR ec ia aaa a eT 
! 
| 


CONTINENTAL 
ILLINOIS 


NATIONAL BANK 


ANC 
TRUST COMPANY 
OF 


CHICAGO 


Commercial Banking 
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MONTHLY DEPARTMENTS 


EpITORIAL COMMENT 


The President’s Plea for Disarmament 
Repeal of the Gold Clause 
The Morgan Investigation 
An Addition to the “Brain Trust” 
Choosing a Bank 
The Federal Reserve System and the Treasury 
The Wickedness of Wealth 
INVESTMENT AND FINANCE 


Duties and Uses of Private Bankers 
Municipal Bond Installment Notes 
Obstacles to New Financing 
The Securities Act of 1933 
The Arkansas Bond Case 


BANKING AND COMMERCIAL LAW 


FINANCIAL SITUATION ABROAD 
CURRENT CONDITIONS IN CANADA 
THE BANK AND ITs EQUIPMENT 
ADVERTISING AND PUBLICITY 

Book Reviews AND New Books 
REVIEW OF THE MONTH 

IN THE MONTH’s NEws 


CoMING BANKERS’ CONVENTIONS 


The Bankers Magazine is on file in banking, reference and public libraries and is indexed every month in the Industrial Arts 
Index and the International Index to Periodicals. For further references on the above subjects consult 
The Bankers Magazine semi-annual index and the Industrial Arts Index. 


SEE THE PUBLISHER’S PAGE ON PAGE XI 
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English, Scottish & Australian Bank, 
—_— 
Authorized Capital. . . . . . £5,000,000 
Paid-up Capital . . . £3,000,000 
Further Liability of Shareholders . . £2,000,000 
Reserve Fund ’ . . £1,620,000 
Special Currency ‘Reserve c+ ee + ae 


HEAD OFFICE: 
and 389 Branches and Agencies in Australia. 
Chief Office in Australia—Collins Street, Melbourne. 


BANKING AND EXCHANGE BUSINESS of every description transacted 
with Australia. BILLS NEGOTIATED or sent for COLLECTION, 
REMITTANCES made by TELEGRAPHIC TRANSFER. WOOL 
and PRODUCE CREDITS arranged. LETTERS of CREDIT and 
DRAFTS issued on all the Branches of the Bank. 


Chief Agents in United States: 


Guaranty Trust Company of New York. 

The Canadian Bank of Commerce. 

National City Bank. 

First National Bank. 

Crocker- oe National Bank of San Francisco. 
he Canadian Bank of Commerce. 


A. A. SHIPSTON, Manager 
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A Book that points the way to 
greater profits... 


The Service Charge on 
Demand Deposits 


By W. GORDON JONES 


HIS book is a complete treatise on the growing 
banking practice of imposing a monthly service 
Price charge on demand deposits that do not measure up to 
$1 15 a certain standard of profitableness to the bank. It 
° . . 

tells how to determine which accounts are unprofitable 
and discusses the best methods of imposing the charge 

without sacrificing the good will of the customer. 


BANKERS PUBLISHING CO. 


Book Department 
465 Main St., Cambridge, Mass. 
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Seventh Edition of America’s 


Most Popular Banking Book — 


Here is a book which has come to 
be regarded as the standard work 
on bank methods and administration. 
It tells of every phase of modern 
banking from the handling of the 
morning mail to the extension of 
credit; from the duties of the 
messenger to the functions of the 
president. 


William H. Kniffin, the author, 
has not depended upon his own 
many years’ experience as a prac- 
tical banker. In his book he has 
assembled the best banking thought 
of the country--the tested results 
of banking practice in the most 
progressively managed institutions 
in the United States. 


Send for-your copy 

of this valuable 

book TODAY and see 
for yourself how 
thoroughly Mr. Kniffin 
has covered his field. 


BANKERS PUBLISHING CO. 


BANKERS PUBLISHING COMPANY 
Book Dept.—465 Main St., Cambridge, Mass. 


Please send me on approval a copy 
of “The Practical Work of a Bank.” 
I will either return the book with- 
in five days or will send you my 
check for $3.00. 
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Quick Collections with Special Service 
for Correspondents 


CORN EXCHANGE NATIONAL BANK 


AND TRUST COMPANY 
PHILADELPHIA 





The Publisher’s Page 


CENTURY OF PROGRESS has seen a lot of changes in 
banking, too. From the rough-and-ready days of Andrew 
Jackson, when we wondered whether we could produce 
enough to satisfy our own needs and how long it would 
take to develop the Louisiana Purchase, is quite a jump. 
It is quite a jump even from that earlier Fair forty years ago, 
when ladies wore feather-bedecked hats and carried parasols, and 
being a banker was considered in much the same light as being a 
pillar of the church. There have been a great many changes in 
banking methods and practices since then. A great many new 
devices to simplify and safeguard all banking transactions. Bank 
accounting, for instance, has become a much more exact science. 
On page 6 of this issue is an article by M. W. MaciacHian, 
C. P. A., of Peat Marwick, Mitchell & Co., discussing the neces- 
sity for efficient and thorough methods of accounting and control 
and outlining a system by which organization, audits and exam- 
inations can safeguard a bank against fraud or carelessness in any 
department. 


ANOTHER improvement that appears to be in the offing is the giro- 


transfer system of collecting checks, which enters the check first 
at the bank on which it is drawn, and so prevents forgery and 
over- -drawing of accounts. This system is now in use in Germany, 
and is described for American readers by Orro ScHOELE on page 
44 of this issue. The “Bank and Its Equipment” section pictures 
and describes up-to-date buildings and protection against bandits. 
From a brief survey of the “Advertising and Publicity” section it 
is easy to see what tremendous changes have taken place in 
bank advertising tactics in the last forty years. And, if you want 
to read about the Fair itself, and the attractions it offers to 
bankers attending the A. B. A. convention on September 4-7, 
turn to page 49. 


UNFORTUNATELY the changes have not been all for the better. 
After three years of depression the people simply had to put the 
blame somewhere. The bankers were convenient and, after the 
bank holiday, decidedly vulnerable. So it has become the fashion 
to blame them for everything from lack of confidence to law- 
breaking—and especially for the long and weary deflation that we 
have been through. But did the banks have it in their power to 
stop the depression? That is the question discussed by R. B. 
HEFLEBOWER in “Should Banks Take the Blame’, an article 
commencing on page 18. Mr. Heflebower, who is assistant pro- 


[Continued on page xiv} xr 
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If you are planning a new bank 
building, you ought to read... 


The Fundamentals of Good 
Bank Building 


By ALFRED HOPKINS 


Specialist in Bank Architecture 


It gives you complete information 
in regard to every phase of bank 
building; aids you in carrying 
out your own pet ideas; and sug- 
gests to you other ideas which 
have proven successful and which 
you might otherwise neglect. 


Written in a fresh and informal 
style, the book has the rare com- 
bination of being both entertain- 


ing and profitable. 


It is profusely illustrated, and 
attractively printed and bound. 


ORDER BLANK 


BANKERS PUBLISHING COMPANY Send for 
Book Dept.—465 Main St., Cambridge, Mass. 

You may send me postpaid for examination “The Funda- a copy 
mentals of Good Bank Building,” by Alfred Hopkins. 


Within five days after its receipt I will send you $7.50 in on 
full payment or return the book. 


Sediiniia iit 2| approval 
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BANK OF AUSTRALASIA 


(Incorporated by Royal Charter, 1835) 


Paid-up Capital - - - - £4,500,000 
Reserve Fund - - = = £2,475,000 
Currency Reserve - - £2,000,000 
Reserve Liability of Proprietors 

£4,500.000 


under the Charter . . 
£13,475,000 


THE 


Head Office, 4 Threadneedle Street, London, E. C. 2 


EDMUND GODWARD, Manager 
West End Branch, 17 Northumberland Avenue, London, W. C. 2 
Chief Office for Australia and New Zealand, Melbourne. 


VICTORIA 
Melbourne 


394-396 Collins St. 
384 Elizabeth St. 
602 Bourke St. W. 
71 Collins St. East 


Brunswick 
Burnley 
Coburg 
Collingwood 
Elsternwick 
Footscray 
Malvern 
Middle Brighton 
Northcote 
Port Melbourne 
Prahran 
Ripponlea 
St. Kilda 
Williamstown 
Yarraville 
Bairnsdale 
Ballarat 
Benalla 
Bendigo 
Bright 
Castlemaine 
Charlton 
Chiltern 
Cobram 
Corryong 
Dandenong 
Drouin 
Echuca 
Euroa 
Foster 


Wellington 
Ashburton 
Auckland 
Blenheim 
Christchurch 
Dannevirke 
Dunedin 
Eltham 


Featherston 
Feilding 
Gisborne 
Gore 
Hamilton 
Hastings 
Hawera | 
Invercargill 


G. D. HEALY, Superintendent. 


Branches in Australia 
NEW SO. WALES N.S. Wales, Contd. SO. AUSTRALIA 


Victoria, Contd. 
Geelong 
Hamilton 
Horsham 
Katamatite 
Kingston 
Koroit 
Korong Vale 
Korumburra 
Leongatha 
Mildura 
Mirboo North 
Mooroopna 
Morwell 
Myrtleford 
Nathalia 
Nhill 
Numurkah 
Port Fairy 
Rutherglen 
St. James 
Sale 
Shepparton 
Stawell 
Strathmerton 
Tallangatta 
Terang 
Traralgon 
Tungamah 
Walwa 
Warracknabeal 
Warragul 
Warrnambool 
Wedderburn 
Welshpool 
Wycheproof 
Yackandandah 
Yarram 
Yarrawonga 


Sydney: 

Martin Place 

97 Castlereagh St. 
85 Pitt St. 

555 George St. So. 
Wentworth Ave. 
236 William St. 


Bondi Junction 
Hurstville 
Kogarah 
Leichhardt 
Marrickville 
Newtown 
North Sydney 
(84 Mount St.) 
Petersham 
Albury 
Ballina 
Bathurst 
Bega 
Bellingen 
Berrigan 
Blayney 
Broken Hill 
Cootamundra 
Corowa 
Crookwell 
Deniliquin 
Dubbo 
Forbes 
Glen Innes 
Goulburn 
Grafton 
Grenfell 
Hamilton 
Howlong 
Terilderie 
Kempsey 
Kyogle 
Lismore 


Maitland (West) 
Maitland (East) 
Moree 
Murwillumbah 
Muswellbrook 
Narrabri 
Narromine 
Newcastle 
Newcastle West 
Nowra 

Orange 

Parkes 

Peak Hill 

South Grafton 
Stroud 
Tamworth 
Tullamore 
Wagga-Wagga 
Wee Waa 
Young 


QUEENSLAND 
Brisbane:QueenSt. 
Fortitude Valley 
Cairns 
Charters Towers 
Cooyar 
Crow’s Nest 
Herberton 
Hughenden 
Ipswich 
Kingaroy 
Longreach 
Maryborough 
Oakey 
Richmond 
Rockhampton 
Roma 
Toogoolawah 
Toowoomba 
Townsville 


Branches in New Zealand 


Kaitaia 
evin 

Mangonui 
Marton 
Masterton 
Matamata 
Morrinsville 
Napier 


New Plymouth 


Newton 


Paeroa 


Patea 
Rotorua 


(Auckland) 
taki 


Palmerston Nth. 


Stratford 
Taihape 
Taumarunui 
Tauranga 
Te Aroha 
Te Kuiti 
Temuka 

Te Puke 
Timaru 


Adelaide 


Cladstone 
Kooringa 
Mount Barker 
Murray Bridge 
Port Lincoln 
Wirrabara 


W. AUSTRALIA 
Perth (St. George’s 
Terrace) 


237 Murray St. 


Albany 
Beverley 
Bunbury 
Carnamah 
Fremantle 
Gnowangerup 
Kalgoorlie 
Kulin 
Moora 
Northam 
Wagin 
Wickepin 


TASMANIA 
Hobart 


Burnie 
Deloraine 
Devonport 
Fingal 
Latrobe 
Launceston 
Sheffield 
Stanley 
Ulverstone 
Wynyard 


Upper Hutt 
Waipawa 
Waipukurau 
Wairoa 
Wanganui 
Waverley 
Whakatane 
Whangarei 


Principal Correspondents in North America 
UNITED STATES, Contd.: 


CANADA: 


Bank of Montreal 


Canadian Bank of Commerce 
UNITED STATES: 


Bank of New York & Trust Co., 
Central Hanover Bk. & . 
City National Bk. & Tr. Co., Chicago 


Se. tis 


New York 
New York 


Continental Illinois Nat. Bk. & Tr. Co. 


. Chicago 


Guaranty Trust Company, New York 
National City Bank of New York 


Philadelphia National Bank, Philadelphia 
Wells Fargo Bank & Union Trust 
San Francisco 


Co., 


Offer facilities for the transaction of every descnption of Banking Business in Australia 
and New Zealand. Negotiate or Collect Bills. Issue Telegraphic Transfers, Letters of 
Credit and Drafts, also Circular Notes and Circular Credits, on all parts of the world. 
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fessor of economics at the State College of Washington, has 

gathered figures to show that in every country which stayed on 
the gold standard prices, like those in the United States, plunged 
steeply downward. The only exception is France, where a very 
rigid system of import restrictions has been maintained. In addi- 
tion, Professor Heflebower states, no banking system, however 
unified, could have prevailed against a deflation that was world- 
wide, especially since banks cannot force their customers to borrow 
or to spend money. 


THE country bankers, too, have had to stand up against a fusillade 
of complaints and accusations. It has been in part perhaps their 
own fault, but more often they have been the victims of circum- 
stances over which they had no control and have seen their seem- 
ingly prudent decision invalidated by later events. At least that 
is what WititiAm Hayrs thinks, and in his article on “Depression 
and Bank Earnings” (page 13) he gives a painstaking and 
sympathetic analysis of the information made available through 
the survey conducted by the Boston Federal Reserve Bank. 


Down in Ecuador the bankers have been having their difficulties, 
too. Their deflation started two years earlier than ours, and in 
1931 they were obliged to follow England off the gold standard. 
In addition Ecuadorean bankers about this time found themselves 
a little less popular, if anything, than our bankers are right now. 
Legislation was enacted entirely disturbing the action of the 
banks. In spite of the trying situation La Previsora National 
Bank of Credit, established in Guyaquil in 1920, has consistently 
maintained a high degree of liquidity and has set an inspiring 
example of adherence to sound banking principles. How it 
triumphed over the panic that followed the failure of Banco of 
Ecuador, how it refused to take advantage of emergency banking 
legislation and how it carries on the difficult problems of foreign 
exchange are described in an article beginning on page 39. 


THE probable results of measures proposed to take us out of our 
present troubles are forecast by Ivar AXELSoN, instructor in eco- 
nomics in the College of the City of New York, in his article 
entitled “After Devaluation What” (page 25). Through study- 
ing the effects of inflation on the price levels of France and Italy 
and the price rises that have followed previous depressions in this 
country, Mr. Axelson is able to give a convincing estimate of 
what will happen with—well, let’s say a 50 per cent. devaluation 
and a 25 per cent. increase in prices, the lowest on record after 
any severe depression in our history. Another discussion of infla- 
tion—this one by Francis H. S1sson—will be found on page 23. 
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IBANK oF NEW SOUTH WALES | 


With which are Be WESTERN AUSTRALIAN BANK and 


amalgamated | THE AUSTRALIAN BANK OF COMMERCE, Ltd. 
AUSTRALIA 
EES Ne Me a £ A. 8,780,000 
Sg ec 6,150,000 
Reserve Liability of Proprietors hail 8,780,000 
£ A. 23,710,000 


Aggregate Assets, 30th Sept., 1932, £A.107,525,115 
General Manager, ALFRED CHARLES DAVIDSON 
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Head Office—George St., Sydney | London Office—29 Threadneedle St., E. C. 2 
709 BRANCHES AND AGENCIES 
| 


In all Australian States, Federal Territory, New Zealand, Fiji, Papaa, Mandated Territory of New Guinea and London 
The bank collects for and undertakes the agency of other 
banks and transacts every description of 
Australian Banking Business 


| 

| Current accounts opened in Australia for Overseas Banks and Deposits received | 
for fixed periods on terms which may be ascertained upon application. | 
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| Agents and Correspondents throughout the World | 
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LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 


Condensed Statement, June 30, 1933 


RESOURCES 


Cash on Hand, in Federal Reserve Bank, and due 

from Banks and Bankers .... $ 249,332,300.94 
U. S. Government Bonds and Certificates 482,920,173.19 
Public Securities . 75,975,692.67 
Stock of the Federal Reserve Bank 7,800,000.00 
Other Securities 24,975,205.41 
Loans and Bills Purchased Si 491,098,292.13 
Real Estate Bonds and Mortgages 2,655,085.74 
Items in Transit with Foreign Branches 6,985,873.89 
Credits Granted on Acceptances 83,214,878.18 
Bank Buildings .. 14,202,829.83 
Accrued Interest and Accounts Receivable ........... 5,954,375.91 


$1,445,114,707.89 


LIABILITIES 


Capital ........ $ 90,000,000.00 
Surplus Fund 170,000,000.00 
Undivided Profits 7,266,269.98 
ee: . 
Accrued Interest, Miscellaneous Accounts Payable, 

Reserve for Taxes, etc. 6,940,262.61 
Acceptances | rate ies 83,214,878.18 
Liability as Endorser on Acceptances and Foreign 

Re Ei Cie serenrameebics 72,102.00 
Deposits $1,054,343,334.79 
Outstanding Checks 33,277,860.33 

1,087,621,195.12 


$1,445,114,707.89 
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Editorial Comment 
THE PRESIDENT’S PLEA FOR DISARMAMENT 


HATEVER may have been its 
practical effect, the plea for 
further disarmament which 
President Roosevelt addressed to some 
fifty-four countries must be hailed as a 
sincere attempt to bring about a further 
reduction of armaments. The nations 
of the world have long been discussing 
this matter. President Roosevelt de- 


manded that they do something, ex- 
pressing the readiness of the United 
States to back up his proposals by 


Here are his suggestions: 


action. 


“If all nations will agree wholly to elimi- 
nate from possession and use the weapons 
which make possible a successful attack, 
defenses automatically will become impreg- 
nable, and the frontiers and independence 
of every nation will become secure. 

“The ultimate objective of the Disarma- 
ment Conference must be the complete 
elimination of all offensive weapons. The 
immediate objective is a substantial reduc- 
tion of some of these weapons and the 
elimination of many others. 

“This Government believes that the pro- 
gram for immediate reduction of aggressive 
weapons, now under discussion at Geneva, 
is but a first step toward our ultimate goal. 
We do not believe that the proposed imme- 
diate steps go far enough. Nevertheless, 
this Government welcomes the measures now 
proposed and will exert its influence toward 
the attainment of further successive steps of 
disarmament. 

“Stated in the clearest way, there are 
three steps to be agreed upon in the present 
discussions: 

“First, to take, at once, the first definite 
step toward this objective, as broadly out- 
lined in the MacDonald plan. 

“Second, to agree upon time and proce- 
dure for taking the following steps. 

“Third, to agree that while the first and 
the following steps are being taken, no 
nation shall increase its existing armaments 
over and above the limitations of treaty 
obligations. 

“But the peace of the world must be 


assured during the whole period of disarma- 
ment, and I, therefore, propose a fourth 
step concurrent with and wholly dependent 
on the faithful fulfillment of these three 
proposals and subject to existing treaty 
rights: 

“That all the nations of the world should 
enter into a solemn and definite pact of 
non-aggression; that they should solemnly 
reafirm the obligations they have assumed 
to limit and reduce their armaments, and, 
provided these obligations are faithfully 
executed by all signatory powers, indi- 
vidually agree that they will send no armed 
force of whatsoever nature across their 
frontiers. 

“Common sense points out that if any 
strong nation refuses to join with genuine 
sincerity in these concerted etforts for politi- 
cal and economic peace, the one at Geneva 
and the other at London, progress can be 
obstructed and ultimately blocked. In such 
event the civilized world, seeking both 
forms of peace, will know where the respon- 
sibility for failure lies. _I urge that no 
nation assume such a responsibility, and 
that all the nations joined in these great 
conferences translate their professed policies 
into action. This is the way to political 
and economic peace.” 


Whether the mere existence of arma- 
ments leads to war or not may be a 
debatable question. Long before the 
development of modern armaments 
wars were fought on a large scale. But 
it can easily be understood why the 
huge cost of modern implements of 
war puts such a burden upon the 
nations of the world and so increases 
their economic difficulties as to provoke 
war. And an armament race has a 
similar result. 

Back of the armaments are, of course, 
the causes for them. These causes are 
now chiefly political and economic. 
Dynastic claims, religious and racial 
controversies, once prolific sources of 
conflict, have practically disappeared. 








But surely war on the scale practiced 
from 1914 to 1918 can result in no 
economic gain. It was a source of 
incalculable loss and ruin. 

Moral and economic disarmament lies 
at the bottom of this problem, but if 
the reduction of physical armament 
proposed by the President is an evi- 
dence of such a change of outlook it 
is to be welcomed. 

His sharp challenge to the nations 
of the world should serve to bring them 
to their senses, for it must be evident 
that, if nations continue to pile up 
huge and costly armaments, their de- 
structive employment is only a matter 
of time. 

The efforts of President Roosevelt to 
limit offensive armaments and to ad- 
vance the cause of world peace repre- 
sent the American purpose. It is to 
be hoped that his labors in this direc- 


tion may be crowned with success. 


REPEAL OF THE GOLD CLAUSE 


OLLOWING the action taken by 

the Administration in suspending 

gold payments, Congress has passed 
a resolution eliminating the gold clause 
from public and private obligations, the 
resolution applying to outstanding se- 
curities as well as to those to be issued 
hereafter. 

Manifestly the Treasury could not 
continue to issue obligations payable in 
gold of the present standard of weight 
and fineness when it had no intention 
whatever of making such payment, and 
when the creditor could not accept 
payment in gold without incurring the 
penalty of fine and imprisonment. 

Thus the resolution simply puts into 
law what was in actual practice any- 
way. 

Much criticism of the resolution has 
been made because of its application 
to outstanding issues. It is held that 
Government bonds were sold to the 


public with the stipulation that they 
were payable in gold, and that the 
resolution is a violation of this obliga- 
tion. 


To this criticism the reply is 
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made that the Treasury, having to issue 
securities in large amounts in the near 
future, could not well have one class 
payable in gold and another payable 
in any kind of legal tender. It is also 
contended that the gold clause was of 
no practical value, since all kinds of 
money have the same purchasing power. 

This latter contention is hardly accu- 
rate. (While inflation has not as yet 
had much, if any, effect in raising the 
domestic price level, the purchasing 
power of the dollar abroad has fallen 
to a considerable extent. Furthermore, 
should the full inflation policy be car- 
ried out—and it is the general expecta- 
tion that it will not be—the domestic 
price level may rise to an extent that 
will give to the interest and principal 
of the bond a value much less than 
expressed in the obligation. 

In a recent issue of The Saturday 
Evening Post there was a story of the 
inflation movement in Germany. One 
instance is especially instructive. The 
holder of a life insurance policy, having 
paid out on it in thirty years a sum 
equivalent to $7500, received at the 
maturity of the policy twenty-six cents! 

But, of course, we are not going 
in for inflation on the German scale. 
Long before it reaches the danger point 
President Roosevelt will stop it—if he 
can. Despite the extreme inflationary 
power placed in his hands, it is incon- 
ceivable that the President intends to 
make full use of it. The danger lies 
in the inability to halt the inflation 
process once it has begun. At the 
present time nothing has been done in 
this direction except the purchase of 
Government securities on a moderate 
scale. As a similar policy on a much 
larger scale has been employed for some 
time, and with little effect on the credit 
situation, the resumption of these pur- 
chases to a limited extent is hardly the 
occasion for alarm. 

There is a division of opinion as 
to whether the repeal of the gold clause 
also repeals the Act of March 14, 1900, 
defining the dollar of 25.8 grains of 
gold nine-tenths fine as the standard 
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of value, and making it the duty of 
the Treasury to maintain all forms of 
money coined or issued at a parity. 
This law is not expressly repealed, 
though some contend that it is by 
implication. 

Judged by experience and the opinions 
of the greatest authorities, our recent 
monetary policy has not seemed wise. 
But if it proves to be so, this fact will 
be readily conceded by those holding 
the views expressed in these pages. 

Of the President’s sincere efforts to 
bring about monetary and economic 
stability there can be no question what- 
ever. 

What may be done at the London 
conference will be awaited with great 
interest, as it may effect a complete 
change in the picture. 


THE MORGAN INVESTIGATION 


voluminous testimony 


ROM the 
brought out at the hearing in 
Washington by a sub-committee of 


the Senate, inquiring into the affairs 
of J. P. Morgan & Co., some facts 
have emerged worthy of emphasis, other 
to those given most prominence in the 
newspapers. 

It developed in the course of this 
hearing that, while many banks subject 
to numerous laws and systems of public 
inspection have failed, this organization, 
operating freely without such legal re- 
strictions, has weathered this and other 
panics with no loss whatever to its 
depositors and no question as to the 
safety of the funds entrusted to the 
keeping of the firm. 

This is, perhaps, not a convincing 
argument for “free banking,” but it 
does indicate that traditions can be 
established and preserved quite as effec- 
tual in the protection of depositors as 
the most stringent laws. 

Again, in the course of the investi- 
gation it was suggested that the firm 
might take advantage of the situation 
of its clients in forcing them to borrow. 
To this Mr. Morgan instantly replied 
that loans were made with the welfare 


of their clients always in mind. 

There is another fact disclosed by 
this Hearing worthy of note. Out of 
the billions of loans floated by the firm 
an excellent record of safety has been 
made, even in these trying times. 

Such information as that given above 
lacks the dramatic quality. And yet 
is it not worthy of selection from a 
mass of more or less irrelevant material? 

Possibly this investigation may show 
that the method of issuing and distrib- 
uting securities is susceptible of im- 
provement, as are most human activi- 
ties; and if such improvement is made 
as a result of the investigation the 
inquiry will be justified. 


AN ADDITION TO THE “BRAIN 
TRUST” 


the President has selected as his 

advisers men supposed to possess 
more than the ordinary intellectual 
equipment, THE BANKERS MAGAZINE 
welcomes this departure as one contain- 
ing much promise. Critics of our gov- 
ernmental set-up have often complained 
that it found no place for the expert. 
A “dirt farmer” was considered better 
equipped to solve the problems of the 
Federal Reserve Board than an expert 
in banking and finance. Some of the 
Federal commissions have, in times past, 
been composed of those inexperienced 
in handling the problems with which 
they had to deal. When it was once 
pointed out that none of the members 
of the Interstate Commerce Commis- 
sion had had railway experience, it 
was indignantly replied that President 
Theodore Roosevelt had appointed a 
member who had been a railway con- 
ductor. 

But whether the criticisms referred 
to are entirely warranted or not, it is 
rather plain that neither in Congress 
nor in the various departments has 
there been so large a surplus of brains 
as to be a cause for worry. 

The latest addition to the so-called 
“brain trust” is Professor O. M. W. 


| TAR from being perturbed because 





Sprague, long associated with Harvard 
University, and for some time past 
American economic adviser to the Bank 
of England. He was recently appointed 
as Executive Assistant to the United 
States Secretary of the Treasury. In 
a statement attributed to him soon after 
his appointment he said that “Cur- 
rencies cannot be stabilized until eco- 
nomic conditions are stabilized,” a view 
which seems to run counter to much 
current thought. 

Professor Sprague is widely known 
in American banking and economic 
circles and is highly regarded as an 
authority. His appointment as an as 
sistant to Secretary Woodin offers him 
a further opportunity of service to his 
country. He should wield a potent 
influence in aiding wise decisions at 
the World Monetary and Economic 
Conference. 


CHOOSING A BANK 


DVICE on a variety of subjects 
A= be given with a considerable 
degree of confidence of its trust- 
worthiness, though with but little faith 
that the counsel, however sound, will 
be followed. 

But when it comes to advising people 
how to choose a bank—and the ques- 
tion is being raised in these times—the 
case is not so easy. 

There are two classes of banks whose 
reputation for safety ranks high—the 
Postal Savings and the Mutual Savings 
banks, the latter being few in number 
and of limited geographical distribution. 

In selecting a safe bank, the deposi- 
tor has to be guided by some credible 
evidences. What are they? Age has 
its claims, for although it by no means 
follows that invariably the old bank 
is safer than the new one, the pre- 
sumption tends in that direction. 

External appearances count, but they 
are sometimes deceptive. It is not 


always the bank occupying the finest 
building that is the safest, especially if 
the new building represents a burden- 
some outlay and is too far ahead of 


THE BANKERS MAGAZINE 






the bank’s requirements. But, on the 
other hand, a solid structure is usually 
a good indication. 

Those who live in small towns and 
cities have an opportunity of making 
their selections by judging of the char- 
acter of the men in charge of the bank. 
They would hesitate to put their money 
in a bank whose officers were known to 
be speculators or whose lives did not 
measure up to a decent standard. They 
would expect the bank officer to be 
both honest and competent, though of 
this latter qualification means of judg- 
ing are insufficient. 

Statements of banks mean little to 
the common run of mankind. Inter- 
mittent attempts to clarify them have 
not been very successful. 

Most depositors in banks expect to 
be borrowers as well as depositors. Do 
they ever stop to think that, if their 
deposits are to be safe to them, their 


loans must be safe to the bank? Re- 
sponsibility for granting the loan rests 


with the bank. Responsibility for using 
the loan safely and profitably rests 
with the borrower. 

Probably the banks need to exercise 
as much caution in selecting their de- 
positors as the latter are supposed to 
exercise in choosing their bank. 


THE FEDERAL RESERVE SYSTEM 
AND THE TREASURY 


OR several months past attention 
is been directed to the growing 

proportion of Treasury financing 
being done by the Federal Reserve 
banks. These institutions have been 
referred to as mere agents of the Treas- 
ury, or in more common phrase as its 
“doormat.” One banking authority 
goes to the extent of saying that the 
Federal Reserve has been destroyed as 
an aid to production and trade, the 
purpose for which the system was 
established. 

It is thought by some that this undue 
preponderance of Treasury control 
could be eliminated if the Secretary of 
the Treasury did not hold the position 
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of ex-officio chairman of the Federal 
Reserve Board. But this change would 
not go to the root of the matter. By 
its very nature the Federal Reserve 
Board is governmental, and is likely 
to become political. 

If there is any point on which bank- 
ing authorities are in agreement, it is 
that such control of a banking system 
is vicious. So far as THE BANKERS 
MacazZINB is concerned, this is no fresh 
discovery. For years, in these pages, 
and almost alone, this fact has been 
pointed out. The inflationary char 
acter of diminished reserves and of the 
deposit of all reserves in the Federal 
Reserve banks and of making Federal 
Reserve notes Government obligations, 
was long ago, and many times, called 
to public attention, but with no effect. 
Eminent bankers are now belatedly 
recognizing the justness of these criti- 
cisms. That any action will be taken 
in the near future to correct these 
defects, it is hopeless to expect. Public 
sentiment is all the other way. 

That the Treasury should make large 
use of its control of the Federal Reserve 
is quite natural, considering the ex- 
igencies of the times. Through the in- 
strumentality of Treasury operations, 
Government obligations in a huge 
volume are being poured into the 
Federal Reserve banks and converted 
into bank credit. The best that can 
be said about such a process is to 
express the hope that the Treasury may 
at no distant date be in a position to 
discontinue a policy fraught with such 
dangerous consequences. 


THE WICKEDNESS OF WEALTH 


HERE was recently introduced 
into the House of Representatives 


at Washington a bill proposing to 
limit the wealth of any American citi- 
zen “to a million dollars of the present 
gold value.” Evidently the introducer 
of this measure envisaged a possibility 
that the paper value of a million dollars 
might be something far less than the 
gold value. 
Another proposal has been made to 
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limit personal incomes to a maximum 
of $50,000. 

In dissenting from these proposals, let 
no One imagine that this is done on 
personal grounds. On that score no ob- 
jection would be made to a much lower 
total of wealth and annual income. 


Dr. Nicholas Murray Butler, the 
distinguished head of Columbia Uni- 
versity in New York, in a recent ad- 
dress evidently had the same thought 
in mind when he said: 

“Control of money and _ association 
with money is perhaps the most de- 
moralizing of human occupations.” 

Fortunately, the banker can—in the 
slang of the day—establish an “alibi,” 
for his association is primarily with 
credit rather than money, though his 
occupation necessarily entails a con- 
siderable degree of association with the 
“filthy lucre” itself. Is he any the 
worse as a man and citizen for this 
unavoidable contact with money? A 
long and extensive acquaintance with 
bankers permits a doubt. The banker 
probably measures up fairly well when 
compared with college _ presidents, 
farmers, manufacturers and merchants. 
He may be not much, if any, better 
than these classes. But who can truth- 
fully say that he is any worse? 

If you limit individual wealth, this 
may be the result: the creation of 
wealth above the fixed amount will 
fail to be produced, or if produced the 
surplus will be absorbed by taxation 
to be distributed by governmental 
authority in the promotion of various 
schemes, ostensibly in the public inter- 
est, but mainly with the object of 
obtaining votes for the distributors. 

There is a natural limitation of 
individual wealth, fixed by the ability 
to consume or enjoy it. This limit 
is comparatively narrow. Beyond that 
point the excess must go to the creation 
of more wealth, in which all will share. 
The real question is, can governments 
make a wiser use of the surplus? It 
is not supposed that anyone objects to 
the increase in the total wealth of the 
country as a whole. 








Audit and Control for the Protection 
of Depositors and Stockholders 


By M. W. MactacH.ian, C. P. A. 
Peat, Marwick, Mitchell & Co. 


ECENT events have served to em- 
phasize the need for more effec- 


tive systems of bank accounting 
and control, and for thorough audits or 
examinations of banks; they have served 
to emphasize, also, the dangers to which 
depositors and stockholders of banks 
are exposed so long as bank manage- 
ments are permitted to adopt, reject, or 
nullify, as they may see fit, the safe- 
guards by which the interests of deposi- 
tors and stockholders could be ade- 
quately protected. 


“An adequate 


system of accounting and 


For convenience, the subject matter 
of this article, namely, “Audit and Con- 
trol for the Protection of Depositors and 
Stockholders,” will be discussed under 
the following subtitles: 

Control Through Organization 

Accounting as a Factor in Control 

Internal Audits 

Federal and State Examinations 

Clearing-House Examinations 

Examinations by Directors 

Examinations by Independent 

countants 


Ac- 


reporting that 


discloses exactly where a bank stands at the close of business each 


day is 
income and expenses. In fact, such a system, when properly main- 


tained 


an important factor in the control of the assets and the 


and utilized by the administrative officers and directors, 


affords a first line of defense, so to speak, against incompetence 


and dishonesty.” 


The present, therefore, is an oppor- 
tune time for bankers generally to in- 
ventory and appraise their methods of 
control through organization and ac- 
counting and by means of internal and 
external auditing. Such an inventory and 
appraisal should disclose what features 
of the control structure ought to be dis- 
carded, what features should be re- 
tained, and, most important of all, what 
features should be introduced to the end 
that the control structure will measure 
up to standards that are acceptable to- 
day. Or perhaps it would be advisable 
to rebuild the control structure on the 
basis of standards that, in all probabil- 
ity, will be mandatory tomorrow. 

So much by way of introduction. 


CONTROL THROUGH ORGANIZATION 


Control through organization of ad- 
ministrative and clerical duties is essen- 
tial for the proper safeguarding of the 
interests of depositors and stockholders. 
Time does not permit of an extended 
discussion of the methods by which such 
control can be established and main- 
tained, but the principles involved may 
be summarized as follows: 

Employes entrusted with the handling 
of cash or securities should not have 
access to the accounting records or assist 
on the bookkeeping work. In like man- 
ner, the bookkeeping staff should not be 
permitted to handle cash or securities. 

Officers and employes who sign 
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drafts, checks and other negotiable in- 
struments should not have access to 
either the cash or the general books. 

Employes who receive items for col- 
lection should not be permitted to handle 
the remittances relating thereto. 

Reserve cash and securities, including 
securities held as collateral or for safe- 
keeping, should be under joint control, 
so far as practicable. 

Reconciliations of bank accounts, and 
in fact any other accounts through 
which cash transactions are cleared, 
should not be prepared by the employes 
maintaining such accounts. 

Approval by an officer or department 
head should be required on all debit 
and credit tickets, including those neces- 
sary to correct clerical errors or to give 
effect to transfers from one account to 
another. Moreover, sufficient explana- 
tory detail should be included on the 
tickets to permit of the transactions be- 
ing audited without undue loss of time. 

In a word, the aim should be to so 
distribute the administrative and clerical 
duties that embezzlements and other 
forms of irregularities cannot be suc- 
cessfully carried out except by collusion 
on the part of two or more officers or 
employes. 
ACCOUNTING AS A 


FACTOR IN CONTROL 


An adequate system of accounting 


and reporting that discloses exactly 
where a bank stands at the close of 
business each day is an important fac- 
tor in the control of the assets and the 
income and expenses. In fact, such a 
system, when properly maintained and 
utilized by the administrative officers 
and directors, affords a first line of de- 
fense, so to speak, against incompetence 
and dishonesty. Yet it is not at all un- 
usual to find banks that are willing to 
carry on indefinitely with accounting 
systems that, to put it mildly, are more 
or less ineffectual as a means of either 
preventing or disclosing irregularities. 
Incidentally, no bank accounting sys- 
tem is worthy of being described as 
“adequate” unless it provides for de- 
partmental settlement or proof sheets 
on which the daily transactions are 


proved and summarized according to the 
controlling and detail accounts affected. 
These departmental settlement or proof 
sheets should be designed in such a 
manner that they furnish, in addition to 
the data required for the entries to be 
made in the general ledger, the means 
of tracing and verifying all interdepart- 
mental items. 

To supplement the departmental 
settlement or proof sheets, a form of 
general proof sheet should be provided. 
This general proof sheet, when com- 
pleted, would reveal automatically any 
errors in the clerical work of the various 
departments and at the same time indi- 
cate the departments and accounts af- 
fected. 

INTERNAL AUDITS 

The administrative officers of banks 
should not be expected to assume re- 
sponsibility for the correctness of ac- 
counting details: this responsibility 
rightfully belongs in the audit section. 
That the maintenance of a properly or- 
ganized and conducted audit section is 
both good policy and good business is 
generally admitted, doubtless because 
experience has shown that, as a rule, 
irregularities occur less frequently and 
are detected with greater celerity, in 
banks that maintain audit sections. 

The duties and responsibilities of the 
audit section vary a great deal, even in 
banks that recognize the importance and 
value to the entire organization of a 
properly organized and conducted audit 
section. In some banks, unfortunately, 
there exists a tendency to restrict not 
only the power and authority of the 
audit section, but also the scope of its 
verification work. And this despite re- 
alization of the fact that unwise restric- 
tions impair the usefulness of the audit 
section as an instrument for safeguard- 
ing the assets and accounts of the bank. 
Generally, however, the audit section is 
accorded official recognition and em- 
powered to investigate the work of any 
officer or emplove to such extent as may 
be necessary for the maintenance of 
adequate control over the assets and op- 
erations of the bank. 
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The functions of control and verifica- 
tion that should be delegated to the 
audit section include the following: 

Maintenance of a continuous test 
audit of the clerical work of the various 
departments. 

Preparation or verification of daily 
proofs, statements of condition, profit 
and loss accounts and all other financial 
and statistical statements or returns re- 
quired from time to time. 

Verification, periodically, of accruals 
of interest receivable and payable. 

Inquiry at stated intervals into arrears 
of interest receivable on loans, mortgages 
and investment securities. 

Audit of pay roll expenditures and 
other disbursements chargeable to ex- 
pense accounts. 

Preparation of reconciliations of ac- 
counts with banks and others. 

Custody of canceled vouchers. 

While it has been claimed that the 
ideal bank auditor has not yet been born, 
it may not be amiss to refer briefly to 
some of the qualifications necessary for 
success as staff auditor in a bank of any 
size. That the staff auditor should be 
well-grounded in the theory and prac- 
tice of bank accounting and procedure, 
is important. That he should be en- 
dowed with imagination and resource- 
fulness and possess a certain amount of 
persistency, is equally important. In 
matters involving the determination of 
facts, he should take nothing for 
granted. And if he is to function ef- 
fectively as the watchdog of the bank, 
he must have sufficient strength of char- 
acter to enable him to refuse to be a 
party to unlawful or dishonest prac- 
tices, regardless of by whom initiated or 
sponsored. 


FEDERAL AND STATE EXAMINATIONS 


A brief reference will suffice in re- 
gard to examinations undertaken by 
Federal and state examiners into the 
affairs of banks organized, respectively, 
under the National Bank Act and under 
the banking laws of the various states. 
These examinations, ordinarily, are so 
restricted in scope that they might prop- 
erly be described as inquiries into the 


liquidity and solvency of the banks ex- 
amined rather than comprehensive ex- 
aminations extending to all items in the 
statement of condition and the profit 
and loss account. Perhaps it is hardly 
necessary to suggest that such examina- 
tions should not be regarded as afford- 
ing complete protection to the deposi- 
tors and stockholders of the banks ex- 
amined any more than investigations of 
common carriers by the Interstate Com- 
merce Commission should be regarded 
as affording complete protection to the 
creditors and stockholders of the car- 
riers investigated. 


CLEARING-HOUSE EXAMINATIONS 


Where  clearing-house associations 
have been formed it is customary to 
have the affairs of member banks ex- 
amined periodically by clearing-house 
examiners. These examinations, in some 
instances, are conducted by an auditing 
department organized and maintained by 
the association. In other instances, 
however, the associations have found it 
to their advantage to have the examina- 
tions conducted by independent account- 
ants. Provided they are required to be 
undertaken with reasonable frequency, 
are fairly comprehensive in scope, and 
are conducted efficiently, there can be 
no question as to the value of clearing- 
house examinations as a means of safe 
guarding the interests of depositors and 
stockholders of member banks. 


EXAMINATIONS BY DIRECTORS 


Under the banking laws of the State 
of New Jersey, each bank subject to the 
jurisdiction of the Department of Bank- 
ing and Insurance of that state, must be 
examined at least every six months by a 


committee of the directors. The precise 


requirements are: 

“The board of directors of each bank 
shall from time to time appoint from its 
members an examining committee, who 
shall examine the condition of the bank 
at least every six months, or oftener, if 
required by the board; and such commit- 
tees shall after each examination forth- 
with report to the board, giving in de- 
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tail all items included in the assets of 
the bank which they have reason to 
believe are not of the value at which 
they appear on the books and records of 
the bank, and giving the value, in their 
judgment, of each of such items; and 
the board shall cause such report to be 
recorded in the minute books of the 
bank.” 

But is it practicable for an examining 
committee, as ordinarily constituted, to 
fulfill satisfactorily the obligations im- 
posed upon it? Unquestionably no, in 
the majority of cases, for the following 
reasons, among others: 

Few members of examining commit- 
tees possess that technical knowledge of 
the details of bank accounting and pro- 
cedure required in the preparation of an 
authoritative analysis and appraisal of 
the assets and liabilities of a bank. 

The limited membership of the exam- 
ining committee renders it impracticable 
for the committee to retain effective con- 
trol over the cash, loans and related col- 
lateral, and certain other items appear- 
ing on the statement of condition, until 
verification of the items has been com- 
pleted. Where a bank maintains a 
number of branches, the difficulties of 
the committee are increased propor- 
tionately. 

Members of the examining committee 
of a bank of any size, who are actively 
engaged in business, are seldom willing 
to neglect their business affairs for a 
period of time sufficient to enable them 
to complete at least two thorough ex- 
aminations of their bank each year. For 
this reason alone, committee examina- 
tions seldom extend beyond what might 
properly be regarded as the initial steps 
of a thorough examination. 

Examining committees that attempt 
to live up to their responsibilities usu- 
ally find it necessary to enlist the aid of 
_the officers and employes in conducting 
the examination. Sometimes the officers 
and employes are allowed to participate 
in the checking of the assets, the collat- 
eral held against loans, and the liability 
accounts, in tracing exceptions or differ- 
ences in the cash, loans, collateral and 
deposits, and even in reconciling the bal- 


ances due from banks or due to banks. 
Manifestly, such a division of duties and 
responsibilities is inadvisable, to say the 
least. 


EXAMINATIONS BY INDEPENDENT 
ACCOUNTANTS 


And last but not least, there are ex- 
aminations by independent accountants. 

Examinations of banks by independ- 
ent accountants are made for a great 
variety of purposes, but most of the 
examinations so made may be included 
under one or more of the following 
classifications: 

Examinations on behalf of, or in con- 
junction with, examining committees of 
directors: these consist, usually, of a 
more or less thorough confirmation or 
check of the assets and liabilities of a 
bank, supplemented by tests of the trans- 
actions relating to income and expenses, 
and a general review of the system of 
internal control. As a rule, examina- 
tions of this type are undertaken semi- 
annually. 

Investigations of specific departments 
or accounts of a bank, either in connec- 
tion with embezzlements or other irregu- 
larities, or for some other definite pur- 
pose. Where required in connection 
with embezzlements or other irregulari- 
ties, the object, generally, is to establish 
the amount of the loss, or alternatively, 
the amount recoverable from the surety 
company. 

Investigations of accounting methods 
and procedure for the. purpose of co- 
ordinating the duties and responsibilities 
of officers and employes and improving 
the system of accounting and internal 
control. 

Examinations by independent account- 
ants, provided they are reasonably com- 
prehensive in scope, enable the directors 
to relieve themselves of practically all 
of the detail connected with the exam- 
inations required under the banking 
laws of some states to be made period- 
ically by an examining committee of 
directors. That many bank directors 
favor the substitution of examinations 
conducted by independent accountants 
for examinations undertaken personally 
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by members of an examining committee 
of directors, is abundantly proved by the 
constantly increasing number of banks 
that call upon independent accountants 
to undertake examinations at annual or 
semiannual intervals. One of the prin- 
cipal reasons for the trend toward ex- 
aminations by independent accountants 
is the fact that mergers and consolida- 
tions of banks and legalization of branch 
banking have combined to render it im- 
practicable in some instances, for an ex- 
amining committee of directors to con- 
duct a satisfactory examination un- 
assisted. Another reason for the trend 
toward examinations by independent ac- 
countants is that some states have gone 
so far as to legalize, by amendment of 
the banking laws, the substitution of ex- 
aminations by independent accountants 
for the examinations previously required 
to be undertaken by an examining com- 
mittee of directors. 

A few details as to how an examina- 
tion by independent accountants is con- 
ducted may be of interest. It is desir- 
able, of course, that the date as of which 
the examination is to be undertaken— 
which, in most instances, is selected by 
the accountants—shall not become 
known to the officers and employes of 
the bank until the accountants gather 
at the bank on the date selected for the 
examination. Immediately they have 
presented their credentials, the account- 
ants assume general control over the 
cash, securities, and other assets, etc., 
also the records relating thereto: this 
control is retained, of course, until the 
various items have been checked or 
otherwise accounted for. It is hardly 
necessary to explain that the examina- 
tion is started simultaneously at the head 
office and at each of the branches main- 
tained by the bank. The officers and 
employes of the bank are not permitted 
to assist in the checking work, but em- 
ployes of the bank responsible for cash 
and securities are required to be present 
until these items are checked and re- 
leased. Except where, for one reason 
or another, restrictions are imposed by 
the examining committee of directors, 
the examination extends to all depart- 


ments of the bank, including the trust, 
collection, foreign exchange and real 
estate departments. Provided the work 
is properly planned and the staff as- 
signed is sufficiently large to permit of 
completion by the end of the second 
day of (1) the verification of the cash 
and loans, including the collateral relat- 
ing to active loans, and (2) the checking 
of the listings or proofs for all of the 
items in the statement of condition, an 
examination by independent accountants 
can be conducted without interference 
with the daily routine of the bank. 

The extent to which the assets of a 
bank and the securities held by it as col- 
lateral are verified or checked by inde- 
pendent accountants is governed to some 
extent by the requirements of the exam- 
ining committee of directors; in fact it 
is not unusual for an examining com- 
mittee to reserve for its personal atten- 
tion certain phases of the work, such as, 
for instance, the review of the loans and 
credit files. In most cases, however, the 
following operations, among others, are 
included on the program: 


Count of the cash, investigation of 
cash items, and confirmation of clearings 
by means of acknowledgments obtained 
from the banks to which the items are 


charged. In this connection an inquiry 
into the sufficiency of the cash reserve at 
the date of the examination is required. 

Confirmation of balances due from 
banks by comparison of the balances 
shown by the records of the bank ex- 
amined with the balances reported to 
the accountants by the banks from which 
the balances are due. Reconciliation of 
the balances and investigation of out- 
standing items is necessary, of course, in 
nearly all cases. 

Listing of loans and discounts and 
reconciliation of totals with controlling 
accounts; confirmation of notes in the 
possession of attorneys or collection 
banks; confirmation of notes pledged as 
collateral or rediscounted; inquiry into 
past due loans, illegal or excessive loans, 
and loans to officers and directors or to 
corporations in which they have an in- 
terest; comparison of collateral on hand 
with that shown by the records of the 
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bank, and revaluation of the collateral 
at prices prevailing on the date of the 
examination as a means of ascertaining 
if any of the loans are inadequately 
margined. It is desirable, also, that bor- 
rowers on collateral be requested to con- 
firm directly to the accountants the 
amount or balance of their loan as at 
the date of the examination and the de- 
tails of the securities pledged as col- 
lateral. 

Inspection of investment securities on 
hand and confirmation of the remainder 
by means of acknowledgments obtained 
from the custodians. In addition, the 
current market or “convention” value of 
the holdings of each issue should be ex- 
tended for the purpose of ascertaining 
the depreciation as compared with cost 
or book values. 

Inquiry into the accrual in respect of 
interest receivable, both as to the cor- 
rectness of the amounts set up daily or 
monthly, and as to the reasonableness 
of the balance as at the date of the ex- 
amination. The same comment applies 
also to the provision for interest payable 
on depositors’ accounts. 

Turning now to the liability accounts, 
provision is made, ordinarily, for the 
following operations: 

Confirmation of capital stock author- 
ized and outstanding as shown by the 
charter, minute books, stock certificate 
books and stockholders’ ledgers. Where 
the capital stock records are maintained 
by registrars or transfer agents, it is cus- 
tomary for accountants to: rely on the 
certificates of such registrars and trans- 
fer agents as to the amount of capital 
stock outstanding. 

Investigation, both as to clerical accu- 
racy and legality, of the entries in the 
surplus and undivided profits accounts 
since the date of the accountants’ pre- 
vious examination. 

Inquiry into the sufficiency of re- 
serves provided in respect of doubtful 
loans, for depreciation of investments or 
other assets, or for contingencies. 

Listing of deposits as shown by the 
commercial and savings ledgers and in- 
vestigation of differences between the 
detail accounts and the controlling ac- 


counts. Other requirements are the list- 
ing of the overdrafts and inquiry, as of 
the date the examination is completed, 
into their status on that date, and con- 
firmation of balances due to banks, de- 
posits of public funds, postal savings de- 
posits and other special accounts. Only 
under special circumstances are inde- 
pendent accountants required to con- 
firm the balances due to individual de- 
positors, but quite often in connection 
with savings accounts they are required 
to compare the balances shown by the 
passbooks presented at the bank over a 
specified period of time with the ledger 
balances. 

Listing of certificates of deposit, ofh- 
cial checks, certified checks and dividend 
checks and confirmation of such items 
as are paid before the completion of the 
examination, by inspection of the can- 
celed vouchers and comparison with the 
accountants’ listings. 

Confirmation of bills payable and 
other obligations of a similar nature, by 
correspondence with the holders thereof. 

With regard to the accounts reflecting 
the income and expenses of the bank, the 
most satisfactory arrangement is to per- 
mit the accountants to make such tests 
of the entries as will satisfy them that 
the balances shown by the books of the 
bank are substantially correct. Provided 
the internal control is effective, the tests 
need not be on an extensive scale. 

Where the scope of the examination 
extends to the trust department, the 
work is, more often than not, restricted 
to confirmation of the cash and bank 
balances and comparison of the securi- 
ties produced for the inspection of the 
accountants, with the departmental 
records of trust property. 

Other features of an examination by 
independent accountants include con- 
firmation of collection items outstanding 
at the date of the examination; inspec- 
tion of securities shown by the records 
of the bank as being held for safekeep- 
ing, and in some instances, confirmation 
of such securities by correspondence 
with the owners; confirmation of unsold 
travelers checks, steamship tickets, and 
letters of credit, by correspondence with 
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the issuing companies; inspection of in- 
surance policies, fidelity bonds and 
minute books; and finally, a more or less 
critical review of the system of account- 
ing and internal control. 

The report of the independent ac- 
countants should disclose what work was 
done in the course of the examination 
and with what results. It should dis- 
close also any restrictions as to scope 
that would serve to impair the effective- 
ness of the examination. Concerning 
the assets and liabilities of the bank as 
at the date of the examination, the in- 
come and expenses for the period re- 
ported upon, and the adequacy of the 
safeguards against laxity or dishonesty, 
the report should be both exhaustive and 
informative. In brief, the report should 
tell “the truth, the whole truth, and 
nothing but the truth.” 

And now a word as to the value of 
examinations by independent account- 
ants, to the management of the bank, 
to its depositors, and to its stockholders. 
To the management, examinations by in- 
dependent accountants afford an impar- 
tial analysis of the assets and liabilities 
and income and expenses and, usually, 
comments on the accounting system and 
procedure that should be helpful in ad- 


ministering the affairs of the bank and 
safeguarding its assets and earnings. To 
the depositors—and it must not be over- 
looked that depositors are entitled to 
protection in their relation with banks 
just as much as banks are entitled to 
protection in their relations with bor- 
rowers—examinations by independent 
accountants should afford tangible evi- 
dence as to the solvency of the bank. To 
the stockholders, with their contingent 
liability for assessment to the extent of 
100 per cent. of their holdings, examina- 
tions and reports by independent ac- 
countants would be most welcome, not 
only as a record of the stewardship of 
the management, but also as a means of 
affording stockholders of banks the 
measure of protection that, as stock- 
holders of industrial enterprises, they 
have come to expect as a matter of 
right. 

But to conclude, the present trend to- 
ward compulsory audits or examinations 
of publicly owned enterprises and rea- 
sonable publicity as regards accounting 
matters would seem to justify the pre- 
diction that before long thorough exam- 
inations of banks at regular intervals by 
independent accountants will become 
the rule rather than the exception. 


“It is primarily the banker’s task to see to it that there shall 
be maintained in America a system of banking in which each 
individual bank will be a safe place for the deposit of accumu- 
lated funds of the community, where the funds so gathered may 
be wisely and safely loaned to the best advantage of all con- 
cerned and where the profits of operation will be such as to 
insure a sound protection to the bank’s customers, and sufficient 
return to the shareholders to attract adequate capital into the 
banking business.”—William K. Payne. 





Depression and Bank Earnings 


What Has Changed “Net Profit” to “Net Loss” on the State- 
ments of Country Banks 


By WILLIAM HAyEs 


NE of the useful by-products of 
C) a period of dull business is the 

opportunity it offers for reflec- 
tion. When business is good, men are 
too occupied with action to devote 
much time to thought. Especially do they 
object, at such times, to reviewing what 
they have accomplished. Their think- 
ing is all oriented toward the future, 
not the past. 

But when the tide of affairs is at 
ebb they are prone to look back toward 
those better days which seem to have 
gone forever. Unconsciously their minds 
fall into the reflective mood, pondering 
why and how it is that these things 
came about. Thus income statements 
of their own institutions have taken 
on a new interest for bank men all 
over the country. So long as the “net 
profit” at the bottom of the sheet was 
large enough, there was no cause for 
examination of the details. But, when 
the words “net loss” appeared in red 
ink, brows wrinkled, and long hours 
were spent in contemplation in the 
effort to answer the question “Why?” 

The obvious surface answer is “the 
depression.” But that only raises an- 
other question: “Is our loss entirely 
due to conditions outside our control, 
or is it partly due to our own lack 
of managerial skill?” In other words, 
“How do we measure up to the rest of 
the banks in our community or in 
similar circumstances?” 


BANKS STILL LAGGARD IN PUBLICITY 


Now to answer these questions a 
certain amount of information about 
other banks must be secured. In spite 
of all the progress made along the line 
of corporate publicity in the last fifteen 


years, banking is still laggard in this 
respect. There is a delicious bit of 
irony in the fact that banks, which 
have been in the vanguard of the move- 
ment for more complete income state- 
ments by corporations to whom they 
loan money and whose securities they 
purchase, still do not publish income 
statements of their own operations. Yet 
every deposit is, technically, a “loan” 
to the bank. 

Some of the Federal Reserve banks, 
however, have made a little headway 
against this ancient prejudice. They are 
not yet able to induce banks to publish 
individual income accounts. But they 
have persuaded the banks to furnish 
their individual figures to the Federal 
Reserve Agent’s department to be con- 
solidated with others so that identity 
is lost in an “average” income state- 
ment. 

The Federal Reserve Bank of Boston 
has just published such figures for the 
banks in its district for the year 1932. 
Examination of them brings out many 
suggestive facts. 


INCOME OF COUNTRY BANKS 


For example, comparison of the fig- 
ures for Boston banks and the country 
banks in the Boston Federal Reserve 
District reveals at least one reason why 
there are fewer failures among city 
banks than country banks. In 1932 
Boston banks derived 27.8 per cent. of 
their gross income from interest and 
dividends on bonds and stocks, whereas 
in the country banks 35 per cent. of 
their gross came from that source. 

The investment of too much of the 
bank’s funds in securities has been 
singled out for criticism again and 
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again. Its weakness lies in the fact 
that, since most banks’ liabilities are 
repayable on short notice, their funds 
should be so invested as to be available 
quickly. For this purpose short term 
commercial loans are best. Securities, 
even of the highest grade, are less 
satisfactory, since they invariably repre- 
sent a capital investment. Thus, just 
so far as the city banks hold a larger 
proportion of commercial loans and a 
smaller proportion of securities than 
country banks, so far are they in more 
liquid condition than the country banks. 
And in time of crisis it is liquidity that 
is of prime importance. 

Undoubtedly the country banks can 
plead extenuating circumstances. Look- 
ing a little further, we find why they 
are so eager to have their funds invested 
at the best possible rate, even at the 
expense of some liquidity. Country 
banks must pay out 35.5 per cent. of 
their gross income as interest on de- 
posits, whereas the Boston banks pay 
out only 20.5 per cent thus. 


There is a temptation at this point 
to pause and build up a logical struc- 
ture proving that country banks ought 
not to pay so much interest on deposits. 
We can point to the downward trend 
of interest rates; the fact that people 
in general are looking for safety rather 


than return (as evidenced by the 
growth of Postal Savings) ; the fact that 
competition for business has been re- 
duced by the fearful mortality among 
country banks; and the fact that banks 
everywhere are becoming more inter- 
ested in costs, and therefore less willing 
to carry accounts which actually cost 
them money. 


COUNTRY DEPOSITORS WANT INTEREST 


Having proved all this, we refer 
again to the figures compiled by the 
Boston Federal Reserve Bank and find 
that, in the country banks, 31 per cent. 
of the interest paid is on time deposits, 
and only 4 per cent. on demand de- 
posits. In other words, more than 80 
per cent. of the depositors in the coun- 
try banks are evidently very much 


interested in the rate of interest they 
get on their deposits—else they would 
not make them as time deposits instead 
of demand. And we decide that it 
is better not to make any dogmatic 
statement that interest rates ought to 
be reduced. We will content ourselves 
with pointing out that there is a rela- 
tion between the amount of interest 
paid on deposits and the need for 
larger gross income, and that there is 
sometimes a relation between a desire 
for larger gross income and unsound 
banking practices. Here is the first 
subject for reflection by thinking bank 
men. What can your bank do about 
it? What will it do? 


FEDERAL RESERVE TABLE FOR BOSTON 
DISTRICT 


There is at least an indication of 
what country banks have done in the 
comparison of 1932 figures with those 
of previous years. We give on the oppo- 
site page a table compiled by the Federal 
Reserve Bank of Boston, showing the 
percentages of member bank income and 
expenses for all reporting New England 
banks outside of Boston. 

The surprising fact in this table is 
that the percentage of gross earnings 
which has been carried to net current 
earnings (before charge-offs) has not 
changed appreciably since 1927. In 
1928 net current earnings amounted to 
22.4 per cent of gross. In 1932 they 
amounted to 22 per cent. This is a 
gratifying control of expenses. 

Looking at the details, we discover 
that total operating expenses, which 
took 36.5 per cent. of gross income in 
1928, took 41.3 per cent. in 1932. This, 
of course, does not mean that there was 
an increase in expenses during that 
period. Probably there was a substan- 
tial reduction. But the other figure 
used in computing the percentage— 
gross income—dropped sharply, which 
is just as effective a means of raising 
the percentage as if expenses had in- 
creased. 

This rise in the proportion of gross 
taken by operating expenses was just 
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PERCENTAGES OF MEMBER BANK INCOME AND EXPENSES 


ALL REPORTING NEW ENGLAND BANKS OUTSIDE OF BOSTON, 1928—1932 











1932 1931 1930 1929 1928 
(229 banks) (220 banks) (224 banks) (214 banks) (198 banks) 
Percentages of total current income: 
Total interest received....... 94.6 95.3 96.1 96.3 96.2 
Other current income........ 4.7 I 3.4 3.0 3.0 
Net earnings from operation 
of bank buildings......... 7 1.0 Be | nD 8 
Total current income.... 100.0 100.0 100.0 100.0 100.0 
Interest paid on all deposits... 35.5 38.3 39.9 36.1 39.6 
Interest paid on borrowed 
NE Sao mca so Seon ete 1.2 Se 6 2.6 Be 





Total interest payments.. 36.7 
Salaries and wages (except for 
building maintenance)..... 24.4 


Occupancy and maintenance of 
NEOY a ats a stave acorn ese oo 5.6 
Taxes (except on bank 


CO ea ae 


All other operating expenses. . 


Total operating expenses. . 
Total current expenses... 
Net current earnings..... 

Net non-current deductions 
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38.8 


40.5 





22.6 20.5 
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39.1 37.9 36.5 
79 78.4 73.3 77.6 
22.1 21.6 24.7 22.4 





Net profits (after charge- 


OHS, COED sw. o.5:s ar avdaies — 4.7 
Dividends paid... <<... + .s.0% 8.4 
Balance for undivided profits 

GAG) BULBS 66 65.5 :03.5 coal —13.1 


Losses (percentages of average holdings )- 
Loans and discounts charged off 1,7 
Bonds and stocks charged off 3.0 

Percentages of: 

Net earnings to total 
available funds (a).... 1 | 
Net profits available for divi- 
dends, to capital funds.... — 1.3 
Net profits to total avail- 
able funds (a) .:.\..<10:0.06 — 


‘S) 





— 4.4 5.6 22.0 22.3 
11.9 12.8 12.1 12.3 
—16.3 2.8 9.9 10.0 
By | 3 ob 2 

3.6 9 4 2 
‘2 1.0 1.2 ee 

— 1.0 4.8 — — 
— 2 at | ie | 





(a) Consists of capital, surplus, undivided profits, net deposits, national bank notes, 


bills payable and rediscounts. 


Note: 


Statistically, these data are not arithmetical averages, but are percentages which 
were found to be most nearly typical of the greatest number of banks. 


This method was 


used in order to avoid giving too great weight to a few extremely high or extremely low 


figures. 






about compensated for by a reduction 
in interest payments. The interest pay- 
ments of thé country banks show 
progress in the control of this item ot 
expenditure, when placed alongside their 
own previous tecord—probably as much 
progress as could reasonably be ex- 
pected. 


Whereas these banks turned 


The largest bank carries no greater weight than the smallest. 


over 41.1 per cent. of their gross income 
to depositors in 1928 in the form of 
interest, by 1932 they were paying out 
only 36.7 per cent. that way. 

How is it then, with this effective con- 
trol of interest payments and operating 
expenses, that the banks had to draw 
on surplus in 1931 and 1932, when 
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they had been crediting from 2.8 per 
cent. to 10 per cent. of gross income 
to surplus in the preceding three years? 

The answer is found in the unusual 
and non-current deductions grouped to- 
gether as “charge-offs.” These have 
mounted steadily, from .1 per cent. of 
the gross income in 1928 to 2.7 per 
cent. in 1929, 6 per cent. in 1930, 
26.5 per cent. in 1931 and 26.7 per 
cent. in 1932. 


LOSSES ON SECURITIES 


The greater part of these charge-offs 
have been made to cover losses incurred 
or anticipated on securities. In 1928 
it was necessary to write-off only .2 
per cent. of the average holdings of 
both loans and discounts and securities. 
But after that the charge-offs against 
securities mounted rapidly to .4 per 
cent., then .9 per cent., then 3.6 per 
cent., falling back to 3 per cent. in 
1932. Charge-offs against loans and 


discounts, on the other hand, were the 
same in 1929 as in 1928, only .1 per 


cent. more in 1930, and only .3 per 
cent. more in 1931. It was not until 
1932 that the banks found it necessary 
to charge 1.7 per cent. of. their average 
holdings of loans and discounts. This 
was approximately three times the 
proportion of the year before. It repre- 
sented a final acceptance of the depres- 
sion as something more than a tem- 
porary affair. 

Not all of the losses on securities or 
loans can be laid at the door of man- 
agement. Even the best security 
analysts envisaged in 1929 and 1930 
no such collapse of security values as 
took place in 1931 and 1932. Nor did 
the best of economists look for such a 
wholesale reduction of all values as 
has taken place, impairing other loans 
as well. 

Under such conditions, even the most 
careful selection of bonds, stocks and 
loans could not avoid some depreciation. 
The drop in market prices of securities 
was due as much to general conditions 
(which no man or organization has ever 
successfully forecast with any accuracy 


more than three months ahead) as to 
changes in the status of individual com- 
panies. 

And then, like the Frankenstein 
monster, the banking situation which 
developed in the latter part of 1931 
was itself responsible for a good deal 
of jettisoning of sound securities, with 
consequent impairment of the holdings 
and loans of other banks. 

But when all these allowances are 
made, we still wonder whether: 

1. There was not too much security 
buying by country banks, especially 
when things were booming; and whether 

2. The securities selected by country 
banks for investment did not leave 
something to be desired as bank invest- 
ments. 

At any rate, the net result was that 
write-offs amounted to 26.5 per cent. 
of gross income in 1931 and 26.7 per 
cent. in 1932, transforming the net 
current earnings into a net loss equal 
to 4.4 per cent. of gross in 1931 and 
4.7 per cent. of gross in 1932. 

Not content with this, the banks 
drew still further on surplus in both 
years to pay dividends. Here again is 
a point where it is difficult to restrain 
a dogmatic and emphatic condemnation 
of such a policy. Theoretically it is 
indefensible. 


DIVIDENDS PAID FROM SURPLUS 


Yet, if we stop to remember con- 
ditions, it is easy to understand the 
probable reasoning of boards of direc- 
tors which led to this. All through 
both of those years we had before us 
the constant hope and expectations that 
conditions would take a turn for the 
better. If they had, the use of surplus 
to pay dividends through a period when 
earnings were temporarily low would 
have been justified. Why accumulate 
surplus, if not for use in times like 
these? 

Moreover directors had to consider 
the effect on the public of dividend 
omissions. With security prices declin- 
ing and public confidence in banks 
badly shaken, there was danger of 
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precipitating a run in completely elimi- 
nating dividends. It would have seemed 
an open confession that the bank was 
in precarious condition. So most insti- 
tutions chose the policy of reducing 
their payments gradually. If that policy 
now seems to us something less than 
wise, we ought to remember that bank 
men could not act then on the knowl- 
edge we have now. 


THREE THINGS TO BE SOUGHT 


But they will be remiss in their 
responsibilities if they do not now 
ponder over the developments of the 
last four years and extract what wisdom 
they can. Wisdom, though, is not to 
be had without effort. It comes only 
through continual searching. Now what 
are the things to be sought? It seems 
to me that they are three: 

1. A means must be sought to relieve 
the banks of the pressure for larger 
earnings which comes because of paying 
too much interest on deposits. 

2. A means must be sought to re- 
strain country banks from putting too 
large a proportion of their funds into 
securities. 

3. A means must be sought to pro- 
vide more careful selection and more 


frequent review of the securities bought 
by country banks. 

Let no one minimize the difficulty of 
the search. The problems here involved 
are complex enough to engage the best 
thought of the banking world for years 
to come. In the problem of interest 
rates, for example, are involved ques- 
tions of competition, community good 
will, encouragement of thrift. In the 
problem of investment, there is the job 
of determining how large is “too large 
a proportion” of funds to go into securi- 
ties, the job of developing and popular- 
izing a set of standards for bank invest- 
ments and the job of providing for 
small banks the skillful, unbiased analysis 
now furnished by investment counsel 
firms, but at prices within the capacity 
of the smaller banks to pay. 

Unless the quest is successful, we 
can look forward only to a repetition, 
in the next business depression, of the 
same deplorable banking conditions as 
have prevailed for the last two years. 
None of us can contemplate such a 
prospect with satisfaction. It behooves 
us, therefore, to apply all the brain 
power which the banking community 
can muster, diligently and persistently, 
to the finding of “that better way” 
which we all earnestly desire. 


“T believe, myself, that we are within a stone’s throw of the 


end of labor—as labor, not as willing and co-operative activity. 
We know how to make machines do nearly everything. Only 
defective mechanisms prevent the consummation of the trend 
toward the abolition of employment. 


* * * 


“We possess every needful material for Utopia and every one 
knows it; it is a quite simple conclusion in most minds that 
control ought to be taken out of the hands of people who cannot 
produce it from the excellent materials at their disposal.”— 
Dr. Rexford Guy Tugwell in “The Industrial Discipline and the 
Governmental Arts.” 





Should Banks Take the Blame? 


It Is Not Fair to Place All of the Responsibility for Our Bank- 
ing Troubles on Either the Banks or Their Executives 


By R. B. HEFLEBOWER 


r | ‘HE bankers and banking system 
of this country have been on the 
defensive before the court of 

public opinion since 1929. The most 
caustic criticisms have not been directed 
at the system, but at the banking pro- 
fession. The record of the latter has 
become less and less tenable in the 
public mind as bank failures have 
grown to the astounding total of 5488 
(January, 1930, to February, 1933) 
and as isolated instances of misjudg- 
ment, crookedness, vain attempts to 
save crumbling institutions and of 
questionable practices have come to 
light. 

Capping all of these difficulties came 
the financial crisis of early March. 
To the loud mutterings of the populace 
were added the vague references in 
the President’s inaugural address to 
“money changers” who had been found 
wanting and of whom the nation must 
be rid. 

The banking system as well as the 
banking profession has been subject to 
adverse criticism, with more justice in 
this case. Undoubtedly our system of 
24,909 (in 1929) independent banks, 
while offering distinct advantages, is 
not well adapted to preserve the liquid- 
ity of its separate units during a three- 
year period dominated by a one-third 
decline in wholesale prices. Nor is 
such a system so well fitted to fight 
the forces of deflation and assist in 
business revival. Yet the growing tend- 
ency among those more _ thoughtful 
people who properly see more of our 
difficulties in the banking system than 
in its personnel to make an odious 
comparison with the soundness of the 
banking system to the north of us is 
based on a misinterpretation. That 
18 


system had the strain relieved by a 
departure from gold in 1931. In no 
country which stayed by gold, no 
matter how centralized its banking 
system, has the price decline been less 
marked than in the United States, ex- 
cept for minor oscillations. 

Although banking is on the defensive, 
both as a profession and as a system, 
the banking fraternity need not be 
routed, nor even undertake an orderly 
retreat. It has strong defensive, even 
offensive, exhibits, arguments, prin- 
ciples at hand. It behooves bankers, 
individually and as a profession, to 
take an aggressive stand, to clarify the 
thinking of legislators and of the public 
and, in not a few directions, their 
own understanding of financial pro- 
cesses. Else the banks will suffer at 
the hands of a distrustful and critical 
public and, more concretely, at the 
hands of legislators. 

The beginning place of this campaign 
and the most telling point to attack is 
this question, “Were the banks or 
the bankers responsible for the March 
crisis?” The answer in brief is that 
neither the banks nor their executives 
were to blame primarily. It is beyond 
the power of any banking system, 
guided even by omniscient executives, 
to resist such deflationary forces as 
those turned loose in 1931 and con- 
tinuing with growing force until, as 
far as this country is concerned, April 
19, 1933. In the words of Dr. W. M. 
Persons, “Since the spring of 1931 in- 
dustry and finance in the United States 
have been battered and tossed about by 
a financial hurricane of a violence never 
before experienced in this country.” 
Any banking system, no matter how 
closely knit together, occupies a passive 
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role in resisting deflation. It may offer 
low interest rates and other aspects of 
“easy terms,” but the decision to borrow 
and to spend lies with the business 
men. With a stock market complex, 
a declining volume of both domestic 
and foreign trade and, above all, sharp 
and continued price decline here and 
abroad, fear comes to dominate in busi- 
ness calculations. Hence individuals 
and business spend less, borrow less, 
and the banks cannot by any cajolment 
persuade them to do otherwise. 

There are three points of attack on 
bankers and the banking system. We 
shall examine each, finding that there 
is some justice in these criticisms, but 
that no matter how perfect the system 
or the judgment and integrity of its 
administrators, little could have been 
done to resist the fundamental pressure 
—rapidly declining prices brought by 
forces beyond the control of the bank- 
ing system of any nation on the gold 
standard. 


NEITHER THE UNIT BANKING SYSTEM 
NOR BAD MANAGEMENT THE CAUSE 


The first broadside is that our system 
of independent banks, combined with 
the bad judgment, and occasionally the 
misconduct, of bank officers, was the 
main factor leading to the failure of 
5488 banks the last three and a frac- 
tion years. These failures tied up three 
and one-half billions in deposits, caused 
runs on other banks, forced banks to 
restrict credit in order to become more 
liquid, all of which combined to form 
a tremendous weight on prices, speed- 
ing their downward course. The array 
of facts behind these contentions is 
imposing. Of the bank failures in 
1930 and 1931, 80.3 per cent. were 
of non-member banks. In 1930 56.6 
per cent. of the suspensions were by 
banks of $25,000 or less capital stock. 
When we turn to causes of failures, 
we note that an uncomfortable propor- 
tion were brought about by dishonesty 
and a large number by bad manage- 
ment, but that most bank difficulties 


arose from the freezing and depreciat- 
ing of assets. Certainly this latter 
factor is largely outside the control of 
an individual bank. The bank situa- 
tion has been dominated: by a con- 
tinuous and drastic price level decline, 
a factor completely beyond the control 
of any one bank, or, as will be pointed 
out later, of any banking system. The 
deflationary influences were world-wide, 
rushing downward in a powerful cur- 
rent over boulders and ledges, upon 
which were left the wreckage of finan- 
cial institutions and even of govern- 
ments. 


LACK OF UNITY NOT THE MAJOR 
DIFFICULTY 


The second point of popular attack 
on banks and banking is to the effect 
that the lack of unity in our system 
prevented an aggressive and successful 
attack on the forces of deflation. The 
existence of forty-nine chartering agen- 
cies, plus the fact that 54 per cent. 
of the banks and 36 per cent. of the 
banking resources in 1929 were out- 
side the Federal Reserve System, is 
thrown up as prima facie evidence of 
disunity. In addition the lack of con- 
trol of the Reserve system over that 64 
per cent. of banking resources held by 
the member banks is cited as a major 
defect. 

This second criticism is based on the 
inaccurate assumption that it was with- 
in the power of the banking system of 
one country to have overcome the 
forces of deflation. As evidence of the 
inaccuracy of this widespread assump- 
tion let us point to the fact of similar- 
ity in price decline in this country and 
in those countries with more centralized 
banking systems. 

Prices in terms of gold moved down- 
ward together in all countries, regard- 
less of the degree of central bank con- 
trol of credit. “France is partially an 
exception; her prices did not decline 
so rapidly, due largely to import quotas 
which prevented the free working of 
the balancing influences of international 
trade. Only in those countries which 
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WHOLESALE PRICES IN THE UNITED STATES AND CERTAIN OTHER 
COUNTRIES 


September, 1929, September, 1931, and December, 1932 


United 
States 


September, 1929 100 100 
August, 74 
December, 1932...... 64 — 


have departed from gold, as England 
and some others not listed, have cur- 
rency prices failed to keep pace with 
the downward plunge of our prices. 
The relative stabilization in these coun- 
tries was made possible by the introduc- 
tion of “managed currencies.” 

Further evidence of the inaccuracy 
of the assertion that a unified banking 
system could have stopped the deflation 
comes from assuming that it did stop 
the deflation and noting what would 
have happened inevitably. Suppose that 
the Federal Reserve had successfully 
stablized prices in the spring of 1930 
at 90 per cent. of the 1926 level or 
92 per cent. of the September, 1929, 
level. What would have happened? Our 
stabilization of prices could not of itself 
have stabilized prices abroad, particu- 
larly those of England, where prices 
had been moving downward since 1928. 
Our prices, in terms of gold, would 
have remained high while those of other 
countries tumbled. What a blight that 
would have been to our export indus- 
tries; what a boom to importers! Even 
our much-vaunted excess of merchan- 
dise imports would have been reversed, 
our long-continued favorable balance of 
payments been turned about. Even 
two billions of excess gold could not 
have lasted long as Europe, South 
America and Asia hastened to profit 
from our high prices. Of course we 
could have restricted these imports by 
the French method of import quotas or 
the German method of supervision of 
the sale or exchange. The latter is 
really a departure from gold; the 
former, while effective, involves un- 
American supervision of business. It 
would not have been possible to have 
stabilized on the 1930 level, allow the 
free movement of imports and at the 


England 
Gold Currency 
100 

74 80 80 7h gf 
74 68 67 —- 65 


Canada 
Gold Currency 


100 100 


France 
100 


Germany 
100 


same time preserve our gold. To have 
done so would have put us in England’s 
class—off the gold standard due to gold 
exports. 


FEDERAL RESERVE INACTIVITY NOT THE 
BASIC DIFFICULTY 


The third dagger thrust at our banks 
and bankers is aimed at the heads of 
the Federal Reserve System. They are 
criticized for misjudgment and cow- 
ardice, both before and after the event- 
ful October of 1929. We will not 
concern ourselves here with errors of 
1927 to 1929, except to say that it is 
increasingly evident that the attempt 
to ground our ills in the American 
security fiasco is a lazy man’s stunt— 
too lazy to seek more than a surface 
evidence of deep-rooted troubles. To 
blame the Federal Reserve authorities 
for the one-third fall in prices after 
1929 is to assume both that it was 
within their power to have stabilized 
prices and that it would have been 
wise for them to have done so. The 
latter assumption has already been dis- 
cussed, and it has been pointed out that 
to have stabilized our prices at a time 
when prices abroad continued their 
downward course would have been a 
grave error. The former assumption 
asserts that a central bank can, through 
an easy credit policy, force prices up- 
ward in spite of a world-wide deflation. 

Instead, however, any banking sys- 
tem exercises primarily a passive role 
in such times. The price level decline 
of 25 per cent. between 1929 and the 
middle of 1931 had not been accom 
panied by a decline in bank deposits, 
but by a 44 per cent. decline in the 
rate of turnover of those deposits. This 
all-powerful factor of velocity of circu- 
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lation is beyond the control of banks 
or bankers. It is rooted in fear—fear 
of losing one’s job, but, most of all, 
fear of price level decline and low sales 
volume—realities even in 1930. 

The role of the bank is passive, not 
only because it has no control over a 
decline in the turnover of deposits, 
but also because it cannot of itself 
create deposits. Deposits arise from 
the lending process, and loans are made 
only when borrowers of good standing 
wish to borrow. But why should busi- 
ness men borrow as in 1929? Why 
buy raw materials and process them 
only to find that wholesale prices have 
dropped 10 per cent. during the two- 
month period of processing. Even 
though the banks offer low interest 
rates and other aspects of “easy terms,” 
the borrower must repay the principal, 
which may be difficult during a period 
of falling prices. Once the matter of 
declining prices—with lagging costs— 
gets into the consciousness of consumers 
and the calculations of business men, 


the banking system is largely helpless. 
The decision to borrow, and therefore 
to build deposits, and to spend, rests 


with the business man. And he is 
reluctant to borrow or to spend when 
he is afraid of the future. The most 
potent source of that fear is a marked 
and continued price level decline. 
Since September 1931 this depression 
has been primarily monetary in char- 
acter in this country as well as abroad, 
and hence beyond the power of banks 
to combat. Up until about the middle 
of 1931 this depression was not particu- 
larly unique as far as this country was 
concerned. But between April and 
September of that year, the financial 
insecurity of Europe came to a head, 
followed by the developments which 
made this depression into a monetary 
problem, the details of which are 
known to all informed persons. The 
Credit Anstalt failed in Austria in 
May, leading to closing of the Darm- 
staedter Bank in Germany in July, 
which started the withdrawals from 


London which culminated in a “run 


on the pound” and Britain’s departure 
from gold on September 21, 1931. 
Beginning in October and continuing 
into the new year, 1932, came the “run 
on the dollar.” The consequent decline 
in securities as banks sold to get cash 
offset _ foreign withdrawals and, as 
foreign investors sold American securi- 
ties, promoted the collapse of many 
banks, already weakened by a freezing 
and depreciation of their loans and 
discounts due to a 30 per cent. decline 
in wholesale prices. Each bank failure 
led to others, as depositors lost con- 
fidence and as banks in a frantic at- 
tempt to improve their liquid position 
sold more of their holdings and tried 
to liquidate loans. Bank failures be- 
came a vicious circle, forcing prices still 
further below what had previously 
seemed an irreducible minimum. 

Again, a unified banking system 
under aggressive leadership could have 
more ably resisted this run. But any 
stabilization of prices would have been 
only temporary, for deflationary influ- 
ences were world-wide, beyond the con- 
trol of one nation, albeit a powerful 
one. 

Banks could have loaned more freely 
to hard-pressed borrowers, but self- 
preservation, their first responsibility to 
depositors and stockholders, forbade. 
Liquidity to help meet the still present 
threat of heavy withdrawals was the 
need, hence the open-armed welcome 
of new Federal bond issues and the 
forcing of rates on short-term Treas- 
uries to less than 1 per cent. As one 
banker said when asked what he would 
do with deposited funds if he could 
not buy Federals, “I would keep the 
funds in cash.” But even though the 
banks had followed a liberal credit 
policy we must not forget that there 
would have remained the world-wide 
downward movement of prices in gold 
—a force beyond even this nation’s 
control. 

The banks of this country had for 
three years fought a hopeless battle 
against a world-wide deflation of gold 
prices. Neither they, nor any banking 
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system could resist, for the difficulty 
was monetary. Our system is far 
from perfect. The existence of thou- 
sands of small banks, poorly managed, 
with little diversification of assets, did 
not show the good judgment of law- 
makers or bankers. Lack of co-opera- 
tion between Reserve banks and mem- 
bers did not augur well. These factors 
could have been blamed if the forces 
of deflation had been domestic. 


THE FUTURE MUST SEE MONETARY AS 
WELL AS BANKING REFORM 


The Cleveland Trust Company Bul- 
letin for April says: “It would be 
wholly futile to devote thoughtful in- 
genuity to the task of attempting to 
devise a banking system that could 
successfully withstand the demands that 
our banks faced in the opening days 
of March, for that would be impracti- 
cable if not impossible.” The March 
issue had stated: “The lessons of the 
disaster are almost appallingly far- 
reaching in scope. It is clear now that 


we need fundamental changes, not only 
in our banking system, but in our Fed- 
eral Reserve System and in our money 
itself.”’* 

Colonel Ayres does not go on to 
specify the exact monetary reform de- 
sired, but it is obvious that it must 
be of such nature as to prevent ex- 
tended deflation. We know enough 
about money and its relation to prices 
to devise a sufficiently modern mone- 
tary system and by that means relieve 
banks from the threat of an overpower- 
ing deflation. 

Now that we are “over the hump,” 
that we have officially recognized the 
monetary aspects of our difficulties, 
bankers can feel free frankly to empha- 
size Ayres’s recent comment. It must 
be done in self-defense against such 
adverse legislation as the guarantee of 
deposits. It must be done to encourage 
and support Roosevelt in the monetary 
stabilization task of the next year. 


*Italics by the present writer. 


America Not So Bad 


You are called on to choose between 
America as it has been and something 
different. Proponents of the change, 
in their arguments, tell you that the 
America we have known is an unlovely 
thing, and they urge you to abandon it. 
But as you decide whether to accept 
or reject this advice, when you judge 
America by the past, do not judge it 
by its too recent past. Those who in- 
vite you to disapprove of America 
commonly manage to picture to you 


From an address by Mark Sullivan, spe- 
cial political correspondent of the New York 
Herald Tribune, delivered at Lehigh Univer- 
sity, Bethlehem, Pa. 


only the America of the last four years. 
With your minds focused only on that 
period, I can understand why you 
should be willing to listen to those who 
tell you America is a good place to 
depart from. But I assure you there 
was an America in existence before the 
stock market crash of 1929. That 
there has been an America since 1890 
I can testify from personal experience 
because I lived in and was aware of it. 
And I give complete credibility to the 
historians who say there has been an 
America since 1776. That America, 
the whole of America, is what I ask 
you to keep in mind when you are 
invited to get rid of it. 
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confusion exists as to the meaning 

and probable effects of inflation. 
Direct currency inflation through the 
printing of new money by the govern- 
ment to pay its debts is the form that 
was put into effect in Germany after 
the World War and resulted in the 
complete destruction of the currency 
and a period of economic chaos from 
which the country has not yet re- 
covered. It is so palpably unsound and 
disastrous in its consequences that few 
serious students of economic affairs 
advocate it. 

Another form of inflation is credit 
inflation through government borrow- 
ing. This is what might be termed a 
temporary inflation. Government bor- 
rowing is inflationary in its effects only 
in so far as it places immediate purchas- 
ing power at the disposal of the govern- 
ment without reducing private purchas- 
ing power by an equivalent amount. 
This comes about chiefly through an 
expansion of bank credit to absorb the 
additional government obligations. Either 
the banks purchase the securities for 
their own portfolios or they lend their 
clients the money with which to pur- 
chase them, taking the securities as 
collateral. 

This is a temporary form of inflation, 
because the securities must eventually 
be repaid. An individual, like a gov- 
ernment, can give a false impression 
of prosperity for a time by calling 
upon his credit facilities and living 
beyond his means. He can even in- 
crease the prices of things in his imme- 
diate vicinity, such as land around his 
own home in case he uses his borrow- 
ings to purchase land. But both the 
increased prices and his own visionary 


|: is evident that a vast amount of 


From a recent address. 


prosperity will quickly disappear when 
his creditors call for their reckoning. 
In the case of governments, the day 
of reckoning comes when principal and 
interest payments must be met from 
the proceeds of taxes. 

Another form of currency manipula- 
tion is the devaluation of the dollar. 
It is too often assumed that a devalua- 
tion of the dollar through a reduction 
of its gold content, say by one-half, 
would immediately and automatically 
cause prices in terms of dollars to 
double. Such an assumption is entirely 
unwarranted. Devaluation would sim- 
ply mean that the holders of gold— 
that is, for the most part, the Federal 
Reserve banks, the Government and 
the hoarder—-would immediately be able 
to write up the dollar value of their 
gold holdings by the amount of the 
devaluation. It would mean, therefore, 
an increased percentage of gold reserve 
against currency and bank deposits. 
The higher reserve might become the 
basis for an expansion of credit on 
the new standard of valuation; but in 
itself the devaluation could not directly 
affect the prices of domestic com- 
modities, although psychological  re- 
actions not subject to accurate analysis 
might, of course, have a stimulating 
influence on prices. 

Advocacy of inflation is based on the 
ground that it would assist debtors. 
This would be true in so far as inven- 
tory values were increased, relative 
labor costs reduced and business activ- 
ity and earning power stimulated. On 
the other hand, the individual wage 
earner or holder of a fixed income 
might find it more difficult to meet his 
debt requirements because of his re- 
duced margin of income over and above 
his costs of living. The real sufferers 
from inflation would be the holders of 
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fixed values and incomes—commercial 
and savings bank depositors, bond- 
holders, annuitants, beneficiaries of trust 
funds and insurance policyholders— 
and the great masses of wage-earners 
and salaried workers, who would revert 
to their position of World War days, 
when they were forced to struggle for 
increased wages and salaries against a 
rising cost of living. In recent years, 
the position of wage and salary-earners, 
in many cases, has been exactly the 
opposite. Many workers have received 
increases in real wages, inasmuch as 
their money wages have fallen only 
after a fall in the cost of living, and 
then not commensurately. 

Many place their faith in inflation 
on the assumption that inflation can be 
made to operate at the time and in the 
manner intended. This assumption is 
open to serious question. Inflation in 
Germany had the unexpected effects of 
loosing a flood of speculation that 


carried prices to levels far higher than 
seemed to be warranted by the increase 


in the amount of money in circulation. 
The government found itself unable to 
meet its obligations, and further infla- 
tion was the only possible solution. 
On the other hand, the effort made in 
this country last year to produce credit 
expansion by means of an easy-money 
policy on the part of the Federal 
Reserve banks failed to exert any per- 
ceptible influence on credit prices. 

Efforts at monetary manipulation 
belong in the realm of dangerous ex- 
periments. Desire for the application 
of such policies would quickly subside 
if men in general could be brought 
to realize that the law of supply and 
demand is as valid and as powerful 
in the field of money and finance as 
it is in the field of commerce and 
industry. Attempts to interfere with 
the operation of that law entail conse- 
quences far beyond the ability of any- 
one to foresee. 

The recent crisis in American bank- 
ing proved, if proof were needed, that 
confidence, not gold, is the primary 


essential in the maintenance of finan- 
cial stability. No gold ratio short of 
100 per cent. can be called a safe ratio 
as long as confidence is lacking. More 
specifically, the recent experience proved 
that a serious possibility of inflation is 
not consistent with confidence. The 
results of financial tinkering are so un- 
certain and so dangerous in their poten- 
tialities that inflationary schemes must 
inevitably hamper, rather than promote, 
sound and orderly business recovery as 
long as they remain important elements 
in the economic outlook. 

A sound money is one in which 
people generally at home and abroad 
have enduring confidence based on their 
full faith that it will continue to serve 
adequately as a medium of exchange 
and a standard of value. Historically, 
it has been repeatedly demonstrated 
that the continued maintenance of such 
confidence depends on two requisites. 
The first is that the money shall be 
based upon something of intrinsic value 
such as gold, usually through free con- 
vertibility into coin or bullion. The 
second and more important requisite 
is that the quantity of the money and 
the bank credit based upon it shall be 
kept under complete control and closely 
adjusted to the needs of agriculture, 
industry and trade. When money has 
lacked both these requisites, the ulti- 
mate and inevitable consequences have 
been chaos, disaster and great suffering 
for the people. In suspending con- 
vertibility into gold we have temporarily 
given up one of the two requisites of 
sound money and we are now con- 
templating a possible severance from 
the other. It is my conviction that, if 
an increase in the quantity of our 
money is to be tried, it should be com- 
pletely surrounded with adequate con- 
trol over the amount of the money 
and of the bank credit that can be 
based upon it. It should be carried 
out under an agency to enforce these 
controls promptly and effectively to the 
end that ruinous depreciation of the 
money of the United States shall be 
avoided. 





After Devaluation What? 


Large Devaluation Would Prove Extremely Dangerous and Would 
Result in a Much Greater Increase in the Price 
Level Than Was Bargained For 


By IvarR AXELSON 


HAT will happen to the price 
\X/ level in the United States if 

the gold dollar is devaluated? 
Nobody knows, but all varieties of 
guesses and opinions have been offered. 
What happened to the price levels in 
France and Italy when the franc and 
lira were devaluated? The experience 
of these countries may be much in 
point, as also may be the fluctuations 
in the price level of the United States 
after our other severe depressions. 


THE EXPERIENCE OF FRANCE AND ITALY 


Although France did not officially 
return to the gold standard until 
June 5, 1928, she had stabilized her 
exchange by December, 1926. The 
fluctuation in the French exchange 
during the year 1927 displayed no 
greater variation than it has done since 
the return to the gold standard. The 
French wholesale price index, as re- 
ported in the Federal Reserve Bulletin, 
averaged about 630 during the years 
1927 and 1928, which was over 400 
per cent. greater than the wholesale 
price levels of the United States, Eng- 
land and Holland. The new French 
exchange rate of 3.92 compared to the 
old par of 19.3 is in the ratio of 1 to 5. 
We see then that the rise in price level 
in France due to devaluation has a 
rather close relationship to the price 
levels of other nations which did not 
devaluate. 


WHEN ITALY DEVALUATED 
The Italian wholesale price index, 


as reported in the Federal Reserve Bul- 
letin, averaged during the latter half 


of 1927 and during 1928 about 460. 
Italy returned to the gold standard on 
December 22, 1927. Italy’s price level 
at that time was about 300 per cent. 
above the price levels of Holland, Eng- 
land and the United States. The old 
par of exchange in Italy was 19.3 com- 
pared to the new par of 5.26, which 
made the old par about three and two- 
thirds times greater. These data show 
that roughly the rise in the wholesale 
price levels in both France and Italy 
due to devaluation was approximately 
80 per cent. of the amount of the 
devaluation. 


RELATION BETWEEN THE GOLD SUPPLY 
AND THE PRICE LEVEL 


Professor Cassel and Mr. Kitchin 
have shown that there is a close long- 
time correlation between the world’s 
relative gold supply and the wholesale 
price level, and especially between the 
world’s relative supply of monetary 
gold and the wholesale price level. 
The correlation has been traced from 
1850 up to 1910, and this relationship 
was shown, even though in this period 
there were improvements in banking 
and clearings and many economies in 
the use of gold. However, during short 
periods, as in the present cyclical move- 
ment of prices, it is doubtful if gold 
has much effect on prices. 

It is believed by many that world 
prices have been, since the World War, 
in a secular or long-time downward 
trend such as followed the Napoleonic 
Wars and the Civil War. On this 
basis it may be interesting to look at 
the price fluctuations in those periods. 
As a rule the periods of prosperity 
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following a depression have not brought 
so large a price rise during periods of 
downward secular movements in prices 
as in periods of upward trend in prices. 

However, we find that in the 1830's 
there was a 25 per cent. rise in prices. 
At that time prices rose above the 
previous boom, which generally does 
not occur during a secular downward 
trend. The revival after the severe 
depression in the 1890's showed about 
a 25 per cent. increase in prices from 
1897 to 1900 on the basis of the aver- 
age annual prices; but, if a monthly 
average is used, there was a rise of 
about one-third from the lowest to the 
highest monthly average. The year 
1897, however, marked the beginning 
of a new upward secular movement in 
prices. 

But the depression of 1873-79 seems 
to resemble the present depression more 
closely. There were rapid drops in 
the price level after the Civil War and 
the World War, with hardly any in- 
crease in prices in the ensuing periods 
of prosperity. Also the 1873 depres- 
sion and the present depression show 
an enormous drop in prices. 

The interesting part, however, is the 
rise in prices following the depression 
of 1873-79. On an annual average basis 
the rise in prices from 1879-82 was 40 
per cent., but on a monthly basis there 
was an increase in prices of 60 per 
cent. from the lowest to the highest 
monthly average. There data are based 
on. figures from Carl Synder, the An- 
nalist and the United States Bureau 
of Labor Statistics. 


APPLICATION TO DEVALUATION OF THE 
DOLLAR 


Now let us apply the above con- 
clusions to the devaluation of the 
American dollar. The Annalist shows 
the wholesale price level of the United 
States in February of this year at 80 
per cent. If there is an absolute and 
direct relationship between devaluation 
and’ prices, a 50 per cent. devaluation 
in the dollar would raise the price 
level to 160. This would be only 7 


« 


per cent. higher than the average price 
level of about 150 from 1925-29. 

But we saw that devalution in Italy 
and France was only about 80 per 
cent. effective, so on this basis the 
price level would rise, if there was a 
50 per cent. devaluation, only to about 
125, which is less than the average 
price level before 1929. 

On the other hand, France and Italy 
devaluated their currency under con- 
ditions quite different from those at 
present. The price levels of the gold- 
standard countries of the world had 
been stabilized five or six years before. 
France and Italy then devaluated their 
currency on a stable world price level, 
while the United States would at 
present be devaluating on a declining 
world price level. 

After devaluation the French and 
Italian price levels were comparatively 
stable until the beginning of the world 
price decline in 1929. It is interesting 
to note that from February, 1929, to 
February, 1933, the decline in the 
wholesale price levels of United States, 
France, and Italy had been respectively 
38 per cent., 38 per cent. and 36 per 
cent. This tends to show that the 
new price levels in France and Italy 
have, as result of devaluation, been 
stabilized in comparison with the price 
levels of countries which were on the 
gold standard. 


CAUSES OF THE FALL IN WORLD PRICES 


The recent fall in world prices has 
not been due entirely to a lack of gold 


or its maldistribution. Other contribut- 
ing causes have been a lack in demand 
for goods, cut-throat competition, exces- 
sive trade barriers and desperate efforts 
by the debtor countries to pay their 
debts. Consequently the present world 
price level is not really a gold price 
level as it was in 1925-29 and any 
devaluation today will not have as close 
relationship to prices as it had in the 
cases of France and Italy. 

Every revival from a depression 
brings -a rise in’ prices. The present 
spring. increase in business has caused 
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a price rise. From the above data it 
was shown that even in periods of a 
secular downward price trend there 
was a rise in prices during the periods 
of prosperity from 25 per cent, to 60 
per cent. 

If we take the February, 1933, price 
index of 80 as a base and raise that 
figure by 60 per cent., which was the 
increase in the monthly average prices 
after the 1873-79 depression, we have 
a price level of 130 compared to 150 
before 1929. This would be the natural 
increase in prices due to revival of 
business. If on top of this we should 
devaluate 50 per cent. and devaluation 
were 80 per cent. effective, as in the 
case of France and Italy, the result 
would be a price level of 230. 

In the period of prosperity from 
1879 to 1882 the annual average price 
level rose 40 per cent. If we use as 
the base 90, which was the Annalist’s 
average annual wholesale price index 
for the year 1932, a 40 per cent. in- 
crease in our next period of prosperity 
due to revival of trade would increase 
the price level to 125. If in addition 
we assume as above a 50 per cent. 
devaluation that is 80 per cent. effec- 
tive, we have a price level of 225. 
Under the same basis and assumptions 
with a 25 per cent. increase in prices, 
which was the lowest increase after a 
severe depression, the resulting price 
level would be 180, compared to the 
price level of 150 during the period 
1925-1929. All of this seems to indi- 
cate that we might find ourselves with 
a price level far in excess of what we 
bargained for in devaluating. 


THE EXPERIENCE OF ENGLAND 


Some may point to England as an 
example of a rise in prices much less 
than the fall in the foreign exchange 


rate. Since England left the gold 
standard in September, 1931, her price 
level has been stable. During that 
period the United States, France and 
Holland have had an average decline 
in their wholesale price levels of about 
18 per cent. In England the foreign 


exchange rate before the recent rise 
stood about 30 per cent. depreciation. 
The reason that the price rise in Eng- 
land has not been in proportion to the 
drop in exchange rate is because the 
continued depression hinders a rise in 
price and also because England has 
deliberately kept her exchange rate 
down by the use of the foreign ex- 
change stabilization fund. 

Other devaluationists say that no 
devaluation should be attempted until 
the United States finds out what its 
natural exchanges rates are. They as- 
sume that by leaving the gold standard 
the dollar will positively shrink in value 
in international exchange. Since the 
United States is a creditor nation, has 
an excess of exports and has a balance 
of payments in her favor, it is likely 
that the dollar will shrink very little 
in value internationally. As stated 
above, England had to build up a 
stabilization fund, which has been used 
principally to keep the English pound 
down in value in foreign exchange 
markets. 


FUTURE VALUE OF THE DOLLAR 


It will be very difficult to tell 
whether the dollar value in the future 
is due to a combination of the opera- 
tions by speculators and by different 
foreign countries in pegging the dollar 
or to the natural forces of supply and 
demand in international trade. It 
would seem, since the balance of pay- 
ments is in our favor, that a natural 
equilibrium of our dollar would be very 
close to the present value. Since coun- 
tries are able to depreciate their money 
deliberately, one cannot speak of natural 
levels. The Scandinavian countries 
have deliberately depreciated their cur- 
rency in about the same ratio as Eng- 
land has done, so that they would not 
be injured too greatly in their trade 
with her. In August, 1926, France 
passed a law allowing the Bank of 
France to issue notes and use the funds 
to purchase foreign exchange. They 
deliberately depreciated their currency 
through this fund and through the 
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issuance of notes, which caused internal 
inflation. It is within the realm of 
probability that the natural level of 
the dollar is above par. 


EFFECT OF DEVALUATION ON EXPORT 
INDUSTRIES 


The only valid argument for a reduc- 
tion of the gold content of the dollar 
by the United States is that such a 
devaluation will help our export indus- 
tries. Of the export industries the only 
one that would really benefit to any 
large extent is cotton growing. The 
wheat farmer would benefit much more 
by agreements between the United 
States, Canada, Australia and Argen- 
tina controlling the output of wheat. 
If these countries depreciated their cur- 
rency to the same extent as we did, 
the wheat farmer would be no better 
off in world competition. It seems 
very likely that these countries will 
attempt to bring about a fall in their 
foreign exchange, commensurate with 
any drop in ours. This is the great 
evil of currency depreciation. As for 
our manufacturers who export, they 
are, as a rule, very efficient and are in 
the field of mass production and so do 
not need currency depreciation. It is 
in reality more essential for us to en- 
courage, an increase in imports than 
exports, because we are a _ creditor 
nation and would not really benefit in 
the long run through a disproportion- 
ate fall in the prices of export articles. 

It has been argued also that devalua- 
tion is necessary on account of the 
lack of gold. However, a reduction in 


the reserve ratios of central banks and 
the organization of a world bank 
would, it seems, do much more toward 
economy in the use of gold than the 
devaluation of a monetary unit. 
Devaluation, as we have seen, will 
eventually result in a proportional rise 
in prices to the approximate extent of 
the reduction in the gold content, with 
the result that there will be no economy 
in the use of gold for monetary pur- 
poses. 


ALTERNATIVE PROPOSALS 


The sum of this evidence and argu- 
ment seems to show that any large 
devaluation is extremely dangerous, as 
it may, and very likely will, result in 
a rise in the price level far above the 
levels of 1925-29. If devaluation is to 
be only a small per cent., it would be 
far better to use some other method of 
inflation. 

It seems to me that the best method 
would be the organization of a world 
bank and an agreement among the 
central banks of the large nations to 
reduce their reserve ratios to a maxi- 
mum of 25 per cent. In addition there 
should be world co-operation of central 
banks in open market operations to- 
gether with large public works pro- 
grams by the various nations. The fact 
that consideration of means for increas- 
ing commodity prices is already on the 
agenda of the World Economic Con- 
ference opens the way for effecting 
these measures. Such a program would 


seem to be far safer and more amen- 
able to control than a devaluation of 


the dollar. 








Some Problems Facing Our Bankers 
A Plea for Hard Work and Sound Thinking 


By Paut E. ZIMMERMANN 


Vice-Chairman, Oak Park Trust and Savings Bank, Oak Park, III; 


President, Illinois 


Bankers Association 


HE ranks of the bankers have 
been decimated; the toll has been 
terrific, but let us not review the 
past. That is behind us. Today is 
here, and the future is before us. Our 
only concern with what has happened 
is to discover those factors for which 
we, as bankers, may have been respon- 
sible, either in whole or in part. Hav- 
ing these factors in mind, we shall 
be able to so build the banking struc- 
ture of the future upon plans designed 


- 


each one of us right now. So I repeat 
—let us look forward and, fortified and 
strengthened by our experience of the 
past three years, put our house in order 
for safety and permanence. 

There seems to be, in many places, 
an idea that the bankers should not be 
trusted with this responsibility. Many 
people who have little experience or 
understanding of banking feel that they 
are much more competent to design 
and construct or to repair our banking 








“Many people who have little experience or understanding of 





banking feel that they are much more competent to design and 
construct or to repair our banking system than we who have lived 
our lives in the work. ‘These same people would not think of 
taking their shoes to a tailor to be repaired, or their watches to a 
blacksmith; yet, strange to say, this idea has taken root in the 
minds of many men who are otherwise sincere and fair. This 
makes our task doubly hard, but, nevertheless, it is our job, and 


surely we are best fitted to handle it.” 








to eliminate the methods and materials 
which have contributed to the weakness 
of the old building, substituting there- 
for better, stronger and more lasting 
methods and materials. In laying the 
foundation for this new edifice, we must 
go down to rock bottom; I submit that 
the old teaching that “A house built 
upon sands shall not last” is true, 
and I further submit that the rock 
bottom for the foundation of our 
future house must be management. 
Built upon management, the banking 
structure of the future will last, and 
that is the obligation which confronts 





From an address. 


system than we who have lived our 
lives in the work. These same people 
would not think of taking their shoes 
to a tailor to be repaired, or their 
watches to a blacksmith; yet, strange 
to say, this idea has taken root in the 
minds of many men who are otherwise 
sincere and fair. This makes our task 
doubly hard, but, nevertheless, it is 
our job, and surely we are best fitted 
to handle it. 

Many theories, no matter how well 


proved in the laboratories, fail in 
practical application. Many of the 
plans advanced to prevent another 


economic breakdown such as we have 
just gone through are of that nature. 
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They are plausible, high-sounding and 
alluring. but when put to the test of 
human application, they just will not 
work. It is distressing sometimes to 
find leading economic authorities lining 
up with those who would attempt to 
alter, amend or repeal economic laws. 
It just cannot be done without the 
natural reaction. 

Several years ago we heard much 
of the “new era.” Then we heard of 
“just around the corner.” Now we 
are enthusiastic over the “new deal.” 
But I appeal to you, as bankers, prac- 
tical men dealing with a very practical 
problem, to keep your feet on the 
ground. I am not discouraging hope. 
May we never lose hope or faith. At 
the same time, we must not permit 
either hope or faith to obscure the 
virtues of hard work and sound think- 
ing. 


PROBLEMS OF THE FUTURE 


Right now things are developing 
which are so stupendous in their possi- 
bilities and so intricate in their ramifi- 
cations that many of us find them al- 
most beyond our preception. The re- 
actions which will come from the 
application of these ideas, many of 
which have already been incorporated 
in our Federal statutes, will undoubt- 
edly create problems of which, at the 
present time, we are unaware. I am 
not going to attempt to discuss these 
matters with you in this brief presenta- 
tion. I don’t feel that any of us 
have the same vision regarding them 
that. is possessed by those who have 
sponsored them. They are full of con- 
troversy. They establish in government 
so many unusual things that it behooves 
all of us to be constantly alert to 
observe the changes and to foresee, if 
possible, those of the nearer future, so 
that we can always be prepared. In 
view of what has taken place, let us 
heed the warning to keep our affairs 
in such shape that, if the reaction is 
detrimental, we shall have provided a 
buffer to absorb any shock that might 
disturb us. At the same time we want 


to be ready to take advantage, for our- 
selves and our institutions, of any 


profitable reaction that might impend. 
Our duty is to run our banks safely 
and to keep them open; to protect the 
deposits that have been entrusted to 
us; and to encourage agriculture, in- 
dustry and commerce by investing those 
deposits safely and wisely. 


MUTUAL RELATIONS OF BANKS AND 


DEPOSITORS 


In order that the sound institutions 
which are now operating can retain 
their positions, we must more and more 
take our communities into our con- 
fidence. We must never again permit an 
impetuous stampede to wreck the lives, 
the hopes and the fortunes of the people. 

The depositors as a whole must come 
to feel that they have a real respon- 
sibility in relation to their respective 
banks. They must be taught more 
about sound banking methods and func- 
tions, so that, having a thorough under- 
standing of their part in the banking 
structure, they will not stampede at 
the first sign of trouble, perhaps 
founded only upon an idle, but fast- 
spreading, rumor. 

We have before us the effects of 
managed inflation; of currency and 
other obligations, both Governmental 
and private, not redeemable or payable 
in gold; of a closer supervision of all 
lines of commerce, industry and finance 
by the Federal Government; of the 
enormous financial activities of that 
Government both in order to maintain 
Government functions and in order to 
relieve distressed individuals and busi- 
ness. There may be a danger that 
these matters will result in the exer- 
cise of greater bureaucratic powers and 
the development of more Governmental 
interference and competition. Or, per- 
haps they will serve simply to prime 
the pump and start business back to 
a sane recovery. Who knows? Inter- 
national problems add further com- 
plications; and of course they have 
their own reactions upon our business 
and financial system, reactions which 
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in some cases are of paramount impor- 
tance. 


THE LESSONS OF EXPERIENCE 


There are certain lessons which have 
been taught that are hard for us to 
renounce. In our economics we have 
learned of such things as the law of 
supply and demand; also the law of 
diminishing returns, and others of 
similar import. We have been taught 
that these are natural laws and that 
natural laws take precedence over man- 
made statutes. Perhaps we have been 
following false gods. Maybe we have 
been kneeling before the golden calf. 
Nevertheless, it is hard for us to admit 
that. It is hard for us to believe that 
it is possible to set up new and differ- 
ent standards suddenly and without 
adequate preparation and control of 


their reactions. 

Certainly many of the evils which 
have befallen us in the past are due 
to an accumulation of mistakes—either 
mistakes made by our legislators and 


acquiesced in by us or mistakes made 
by all of us. Whether or not a bigger 
mistake is going to be made, or is 
being made, to correct the errors of 
the past is something that the future 
alone will tell. 

There are certain things, however, 
which we know and must prepare for. 
The investment of large sums of money 
in various enterprises by the Govern- 
ment must be financed. The cost of 
government itself must be met. De- 
ferred debts must eventually be paid 
or charged off. Government in the 
past has not proven to be nearly as 
competent in the management of busi- 
ness enterprises as individuals who have 
risked their capital and are spurred by 
an incentive for profit. The where- 
withal for these things must be found. 


Are we going to take it from business 
and individual enterprises and con- 
tribute to government to the end that 
eventually we shall all be working for 
the Government? Or, are we going 
to.so control the developments in prog- 
ress that after the Government has 
succeeded in bringing us to.a more or 
less permanent stabilization it will 
retire from these enterprises and turn 
them back to the people? 

Experience does not produce much 
ground for such a hope. We appre- 
ciate that the governmental agencies, 
in permitting banks to reopen after 
the nation-wide banking holiday, con- 
sidered soundness as the sole essential. 
Therefore we are all sound today, and 
we must retain that condition for the 
future. We must be ever alert to see 
that we compete with each other on 
the same basis and that new institutions 
which must fill some of the vacancies 
which have been created, operate on 
the same competitive basis with us. 

This can best be accomplished by 
sound, well-considered legislation. One 
thing we must remember is that, the 
more we bankers agree and co-operate 
with each other, the more rapid will 
be our collective progress. Fear, greed, 
selfishness and stupidity instead of cour- 
age, cheerfulness and patience and a 
readiness to work out our problems 
together have been responsible for much 
of our past trouble. 

We must be careful that we are not 
again deluded by rapidly rising secu- 
rity prices. We must encourage sound 
local business enterprises, but in the 
extension of credit we must be more 
careful than ever that the principal 
is loaned to sound and competent mari- 
agement. We must demand of our 
borrowers the same careful manage- 
ment that we provide for our banks. 





Bank Letters That Build Business 


Suggestions for Approaching That Measured Service Charge 


letters for handling the “inade- 

quate balance” problem. They are 
taken from a new book on bank cor- 
respondence which will appear this 
fall by Miss Alice Kretschmar, author 
of “Effective Bank Letters.” Miss 
Kretschmar is a national authority on 
bank letters and has been retained by 
some of the largest banks in the coun- 
try to analyze their letter problems and 
work with their executives in improv- 
ing the character and effectiveness of 
all of their letters. Other suggested 
letters from this valuable book will be 
released in subsequent numbers of THE 
BANKERS MAGAZINE. 


Precis for are three suggested 


Dear Mr. Joyce: 


We do not appear to have received a reply 
to our letter regarding the result of our analy- 
sis of your account. 

In lieu of inadequate balances, our rule 
is to make small monthly charges to cover the 
cost of handling the business. You will 
readily appreciate that a bank must get its 
compensation for handling an account out of 
the income derived from the balances on de- 
posit. If a balance is so small that the income 
cannot carry its pro rata share of expense, 
that particular account naturally shows a loss. 

Under these circumstances you will see the 
fairness of our position; and we trust that 
you will agree to such a charge until your 
balances become sufficient, when the charge 
will of course be discontinued. 

We hope that you will co-operate in en- 
abling us to place your account on a mu- 
tually satisfactory basis. Please let us hear 
from you. 

Yours very truly, 


Dear Mr. Irving: 

You have of course realized that your bal- 
ance maintained with us for the past three 
months has been low. Taking into consid- 
eration the cost of handling your business 
with us, the result shows a loss. 

Banking service has naturally become so 
much an everyday convenience in the lives 
of men and women that it is not surprising 
that sometimes it is used without thought of 
the cost to the bank—which must, of course, 
cover its expense by lending balances. If 
insufficient balances are maintained, then the 
account is a direct loss to us. 

With that in mind it will doubtless be 
agreeable to you—if impracticable to increase 
your balance at this time—if we make a small 
monthly charge against your account, to 
cover current losses in its handling. This 
is customary among the banks; the charge 
does not, of course, appear in any month 
when the balance is normal. 

We shall be glad to hear from you that 
we may continue your account on this basis. 

Very truly yours, 


Dear Mr. Keeley: 

You no doubt realize that for the past 
three months your personal account with us 
has fallen off considerably. Our analysis 
shows that the balance maintained does not 
permit a profit for us, and that the account 
is carried at a loss under the present condi- 
tion. 

We should greatly appreciate your effort to 
build up your balance to a_ substantial 
amount. If this is not convenient for you at 
this time, we shall ask you to accept a small 
service charge of $ a month, which is 
common practice among the New York banks. 
The charge would be discontinued, of course, 
in any month when your account showed an 
adequate daily balance. 

May we have the pleasure of seeing or 
hearing from you. 

Yours very truly, 





The Trustee’s Records 


For the Administration of Personal Trusts 


By CUTHBERT LEE 
Former Trust Supervisor, Guaranty Trust Company of New York 


N a small trust it would be possible 
le get along without any records 

at all except the agreement, cash 
and securities ledgers and the cor- 
respondence file, as long as one man 
continued to administer the trust. In 
fact some trusts are operated very well 
on just such a basis, the additional 
data being available nowhere save in 
the brain of one officer or clerk. But 
modern organization of even a small 
bank or trust company demands a 


it is preferable to maintain separate 
cash and securities ledgers for the 
personal trust division of the trust 
department, no matter how small the 
volume of business, and to maintain 
thereon separate accounts for each 
trust. The title of the principal securi- 
ties account of a given trust is the 
full legal name of the trustee as used 
for that trust, with the addition of the 
word “Principal.” 

It is somewhat difficult to keep rea- 


“IT have read all of the articles by Mr. Lee on Personal Trust 
Administration in the Bankers Magazine to date, and wish to 


congratulate you on the thoroughness with which the subject is 


treated. 


It is my belief that, if these articles are filed and used 


as a manual, they will be of untold assistance to the fiduciary 
organizations all over this country.”—Sam W. Fulton, trust 
officer, Mercantile Bank & Trust Company of Texas, Dallas, Tex. 


system enabling any competent man to 
take up the administration of a given 
trust at any point and carry it on from 
there. This is possible only with 
records which tell the story sufficiently 
fully and clearly so that an intelligent 
man need never ask anyone else what 
they mean. 


SECURITIES LEDGER 


When the securities are received and 
put in the vault, one of the first 
records is at once made, namely the 
setting up of the principal securities 
account on the securities ledger. Some 
corporate fiduciaries have one such 
ledger for the trust department, or 
even for the entire institution, but 


sonably uniform the descriptions of 
security certificates whose wording dis- 
plays such infinite variety, but there 
should be adopted a fixed order for 
including the main elements of the 
name and facts regarding a security 
as the substance of the entry, and the 
data should be taken from the securi- 
ties themselves, with no abbreviation 
and no alteration of terms. For in- 
stance, capital stock and common stock 
should be differentiated. This is the 
source to which the trustee must always 
be able to refer for an exact, not an 
approximate, description of what it 
holds. 

The securities ledger may serve three 
purposes: a current record of all per- 
sonal property except cash held in the 
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a record at the same time of 


trust; 
deposit of such property in the vault; 
and a record of the amounts and dates 


of expected receipt of income. As an 
example of the practical value of accu- 
racy in securities ledger records, in 
some fiduciary institutions the officers 
and staff of the personal trust division 
never see the securities of the trust 
from the moment they are laid on the 
trust officer’s desk by the grantor until 
and unless they are handed over in 
the same manner at the trust’s termina- 
tion. The entire administration is suc- 
cessfully carried on from the facts 
shown on the records. This implies 
that some other division, such as the 
custody division, of the trust depart- 
ment handles the securities for the 
personal trust division, sending out 
stock for transfer, etc., on its instruc- 
tions. 

In card or other form a record is 
furnished for the use of the groups 
dealing with securities, showing for 
each trust the name in which registered 
securities are to be registered, whether 
or not premiums are to be amortized 
and the name of any person whom 
it has been decided to advise regarding 
security transactions executed. 


CASH LEDGERS 


As soon as principal in the form of 
cash is received there is opened on the 
cash ledger of the personal trust divi- 
sion an account in the legal name of 
the trustee or trustees of the particular 
trust with the addition of the word 
“Principal.” To this account is cred- 
ited the original cash, if any, received 
from the grantor and any later addi- 
tions, and the proceeds of sale or 
redemption of any principal assets. 
Debited to this account is the cost of 
any investments made of the trust 
principal, all principal cash distribu- 
tions and withdrawals, the trustee's 
commissions on principal received and 
paid, and expenses chargeable to prin- 
cipal. 

A similar account with the designa- 
tion “Income” is opened and credited 
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with all gross income received in 
cash; and debited with the amount of 
accrued interest paid in connection 
with securities purchased, income com- 
missions, such expenses as are borne 
by income, and the payments of net 
income to the beneficiary or for his 
order. This all may seem elementary 
and is, but the fact remains that there 
exist trustees in this country administer- 
ing trusts without setting up separately 
these two essential accounts. 

Where income is being accumulated 
for a minor and invested, one income 
cash account serves for the above pur- 
poses and also for recording the debits 
in connection with the purchase of 
securities constituting the investment 
of income and credits of the proceeds 
of such securities when sold. 

When cash is received by the trustee 
as a distribution arising from an in- 
vestment held as part of the principal 
of the trust and it becomes necessary 
to investigate the nature of the dis- 
tribution to ascertain whether it is 
principal or income, the amount in 
question is credited for the time being 
to a third account opened in the full 
name of the trustee of the trust and 
designated as a “Special Account for 
Undetermined Funds,” until the alloca- 
tion is made and the amount is trans- 
ferred to principal or income or in 
part to each. 

A corporate fiduciary having a large 
volume of trusts to administer makes 
so many income payments that it is 
impracticable to have them made by 
the officers except in unusual circum- 
stances. Income payments are there- 
fore made by a specially trained routine 
clerk or group of clerks, following clear 
instructions set up for each trust. This 
record, called the payment card, gives 
the full name of the trustee in the 
trust, the short title and number. of 
the trust, the dates when payments are 
to be made and whether by check, 
foreign draft or credit to am account, 
the name and address of the payee, 
the amounts to be paid or the informa- 
tion that the net balance available is 
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to be disbursed and the designation 
of the account to be debited, together 
with the wording of the entry descrip- 
tive of the transaction. 


CONTROL RECORDS 


This record can only be used for 
payments the amounts (unless the 
amount is to be the net balance) and 
the dates of which are known in 
advance. It is not practical for dis- 
bursements of all the principal upon 
termination, nor for payment of 
amounts withdrawn from principal at 
the will of a designated party. It is 
therefore used in most trusts for income 
payments only. It can serve equally 
however to control payments from 
principal to make up fixed sum pay- 
ments, when income is insufficient and 
such use of principal is stipulated by 
the agreement, and for simple future 
payments from principal which can be 
known in advance. 

Payments by a bank or trust com- 
pany as trustee to itself of the com- 
missions due it for receiving and paying 
income in a given trust may also be 
made by the payment section or clerk, 
and controlled by a form of record 
called the commission card, set up for 
each trust to show the name of the 
trustee in that trust, the short title and 
number, the amount or rate of com- 
mission, when commission is to be 
taken, the account to be charged and 
the account on the ledgers of the bank 
or trust company to be credited. Pay- 
ments of commissions to co-trustees can 
be controlled by the same card. 

The issuance of statements is another 
routine function capable of being per- 
formed by a specialist clerk or group, 
receiving knowledge of what statements 
to prepare and send out, and when, 
from a statement card which shows also 
the number of copies of each statement 
and the persons who are to receive 
them. Further discussion of statements 
will be found below. 

In some form, preferably on index 
cards filed alphabetically, it is essential 
to have available for quick reference 


every name connected with every trust, 
and the principal facts, because a great 
deal of correspondence is _ received 
which omits any definite designation 
of a trust and the only clue is the 
signer’s name. The signer may be a 
person remotely associated with the 
trust, whose name has not previously 
figured in the correspondence or the 
administration of the trust. 


CORRESPONDENCE FILE 


Supplementing the cash and _ securi- 
ties ledgers, the correspondence is the 
trustee’s most useful record. It is 
generally agreed that all the corre- 
spondence regarding a _ given trust 
should be filed together, and apart from 
that on other trusts. The correspond- 
ence of a given trust may be sub- 
divided for convenience under subjects 
within the trust. 

The correspondence file should not 
only preserve the correspondence but 
serve also as a live current and future 


record of everything the trustee knows 
or does regarding the trust which may 
not appear in its other types of records. 
For this reason all necessary memo- 
randa transmitting instructions or in- 


formation from the officers to the 
various operating sections or between 
sections or departments may also be 
kept in this file. For the same reason, 
any member of the staff having a tele- 
phone conversation or personal inter- 
view regarding the trust should make a 
written memorandum of what was said 
on both sides and place it in the file. 

In the correspondence file, or some 
other part of the files regularly acces- 
sible for working use, should be placed 
a copy of any valuable paper, such as 
a receipt for an advance against a 
future mortgage, which has been de- 
posited in the vault, so that the delay 
and work of getting an original out 
of the vault need not be caused when- 
ever in the ordinary course of admin- 
istration the document should be at 
hand. Naturally on any occasion re- 
quiring quotation of the document or 
exact word for word knowledge of it 
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the original must be had; but there 
are many times when the paper is 
looked up for its general purport and 
an accurate copy serves. 


INSTRUCTION SHEET 


To avoid errors it is a good plan 
to select one constantly accessible 
place and enter there the latest ad- 
dresses of all persons in the trust to 
whom correspondence goes; any special 
instructions received such as may cover 
disposition of income stock dividends, 
regular additions to the trust from in- 
come or a draft account, etc.; any 
rules such as that all letters in this 
particular trust must be signed by a 
designated officer, or that certain 
matters must be referred to designated 
authority; any notice of embargo or 
attachment of funds, or pending litiga- 
tion; in short, any matter which an 
individual trustee would carry in his 
mind and which no man or department 
taking any action in the trust should 
ignore. In addition the sheet may 
carry the adopted working name of 
the trust, its number and the full legal 
name. 

The most convenient place where 
this record is sure to be seen is on the 
top face of the current correspondence 
file. A heavy sheet is used which will 
stand wear, and of a tint color to 
distinguish it from correspondence and 
other papers. This means has success- 
fully forestalled many slips, and it is 
a simple and inexpensive form of 
record. Much of the _ information 
which it presents may be found at 
greater length in the files, but on the 
instruction sheet it cannot readily be 
overlooked. One page is apt to be 
large enough to carry more than the 
required few notations. Each notation 
should be followed by brief mention 
of the letter or memorandum of its 
source and the name of the officer 
authorizing the instruction. 

Some sort of record is essential to 
assure that the trustee shall take re- 
quired action on a given future date, 
often many years ahead, to terminate 
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the trust, pay out some portion of 
principal or accomplish other purposes 
When the trust is received, or as the 
future action is determined, a card 
with a brief statement of the facts is 
placed in a reminder file, to be brought 
to the attention of the trust supervisor 
on the appropriate date. If the future 
action is governed by a date not known, 
as that of the death of a person, the 
card is brought up at intervals of once 
or twice a year or quarterly, the fre- 
quency depending upon the likelihood 
of the trustee receiving notice of the 
event from an outside source. When 
the card comes up, inquiry is made as 
to whether the event has occurred and 
proper action is initiated. 


REMINDER FILE 


The reminder card is a simple unit 
easily adapted to many needs, including 
notations to be made for a time only. 
One of numerous such uses is to record 
dividend credits in stock or cash or 
both which are accumulated by the 
paying company and not paid until 
they amount to a minimum total. On 
a reminder card brought up on the 
paying dates the credit can be entered 
from each notice received and the 
accumulations totaled, so that the trus- 
tee makes certain of receiving the stock 
or cash dividend when disbursable. 
The use of this check in two trusts 
known to the author brought out the 
fact that the clerk receiving credit 
notices, which he thought looked un- 
important, had thrown them away. 

Such a card can serve as a reminder 
to request instructions on the handling 
of stock dividends which are income, 
when no standing instructions have 
been received. When securities have 
been withdrawn from principal to serve 
the grantor as collateral for a loan, 
with the intention of re-adding to the 
trust when the loan is satisfied, a 
reminder card can be used to aid in 
following up their return. These are 
only a few of its customary uses. As 
it is the sole means of causing action 
at the right time, especially far in the 
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future when the entire personnel may 
have changed, the reminder card file 
should be in competent and most re- 
liable hands. 

In making and preserving any record, 
including correspondence, it should be 
kept in mind that these records are not 
only to aid in the administration of the 
trust but must always be so clear and 
definite as to establish beyond the 
slightest doubt what action the trustee 
has taken, if at any future time they 
are required to be presented in court 
as evidence. 


STATEMENTS 


It is usually assumed that the reason 
for sending statements and advices to 
a client is that the client may be gener- 
ally informed. More exactly the reason 
is that the client may receive notice 
of the transactions and amounts on 
which the trustee bases the commissions 
which it is taking or will take. The 
rendering of statements may also bring 


to light promptly any errors or failure 
to fulfill the client’s wishes. 


The second reason for rendering 
statements is to give the client what 
he feels he wants, in a manner com- 
pletely satisfactory to him. This is 
not easy to gauge, as the customer 
whose particular type of mind copes 
least readily with financial matters, who 
is totally unable to understand the 
simplest statement and in reality takes 
not one iota of interest in the trustee’s 
accounts may be quite put out if he 
fails to receive voluminous and com- 
plicated reports. 

Some trustees endeavor to obtain a 
sort of running legal approval of their 
administration by attaching to every 
statement rendered a form of receipt 
and release in a few words. This is 
hardly adequate to serve its purpose. 
If it becomes desirable to obtain a 
release, the latter should be drawn by 
counsel in complete form and should 
be accompanied by a complete or sub- 
stantial accounting. Constant requests 
to sign partial releases provoke suspicion 
and subject the client to needless bother. 


It was the former more general custom 
for the trustee to accompany each in- 
come payment with a receipt, and to 
insist on its execution and return. 
When. income payments are made by 
check to the beneficiary or to his bank 
for his account the obtaining of a 
receipt is unnecessary, and it is not 
the modern practice. 

The first statement of any sort is 
the schedule of initial assets, attached 
to the trust agreement, of which assets 
the trustee acknowledges receipt by 
executing the agreement. We have also 
mentioned in an earlier article a sched- 
ule of the investments and the amounts 
and dates of expected gross income, 
which should in nearly all cases be 
rendered at the inception of the trust 
to the beneficiary. This may be kept 
up to date by separate advice on the 
occasion of each change of investments, 
or a new schedule may be furnished 
at such intervals as the activity in 
investment changes warrants, prefer- 
ably not oftener than once or twice 
a year. 

A statement of the transactions in 
the income cash account should be 
rendered at least once a year to the 
beneficiary, if adult; it may be rendered 
semiannually, quarterly or with every 
remittance, according to the size of the 
trust and the need of the beneficiary 
for details in connection with the de- 
gree of fullness of such personal records 
as he chooses to keep. 

Similarly there may be rendered to 
the grantor once a year, or not at all 
until the final accounting, a statement 
of the transactions in the principal cash 
account. There is rarely any need 
for making such a statement more often 
than annually, but it is sometimes 
rendered quarterly. To the grantor 
desiring more information about the 
principal, and where keeping track of 
the securities held from the record of 
their purchase and sale in the principal 
cash statement would be burdensome, 
there may be sent a principal securities 
statement, which is merely a complete 
descriptive list of the assets. 
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To any person other than the trustee 
who has direction of investments it is 
customary to send separate advice of 
each sale or purchase for the principal 
account, or other transaction affecting 
investments, so that he may know what 
investment orders have been executed 
and be in a position to decide on 
further action. 

To such person should be sent 
prompt notice of any default which 
occurs in the payment of principal or 
interest of a bond, note, mortgage or 


Banking as 


THat banking is a career worth the 
preparation and attention of a profession 
is the gist of an address delivered before 
the Yale Law School Alumni Association 
by James F. T. O'Connor, the new Comp- 
troller of the Currency. 

Since he took office, the Comptroller 
said, he has been startled at the ignorance 
of many bankers regarding the laws govern- 
ing their business. Some have been so 
occupied in taking care of money-making 
subsidiaries that their banks have received 
attention only when they themselves needed 
money personally. He told of discovering 
instances in which bank officials had made 
loans to themselves of their institutions’ 
whole capital and surplus. “We require 
examinations for manicurists, chiropodists 


participation held by the trustee, and 
of any reduction or passing of divi- 
dends, so that he may have information 
on which to base any decision to sell 
or take other action. Likewise the 
beneficiary should be notified of any 
default or decrease as soon as the 
trustee has notice of it, so that he may 
be apprised of the effect to be expected 
on his net income and be spared the 
shock of receiving a reduced income 
payment without warning or apparent 
reason. 


a Profession 


and even plumbers,” he said. “Shall we 
do less for our bankers?” 

Depositors, he believes, should have the 
right to hold banks in as strict a relation- 
ship of trust as clients can impose on at- 
torneys and patients on physicians. Bank- 
ing is a career demanding a profession’s 
training, a banker's full time, a bank’s 
full time. 

“Of late we have ridiculed our bankers 
and smiled,” he said, “but it is now neces- 
sary to build a new system. The relatively 
small number of bank failures in New 
England and Canada during the depression 
show that such a system can be built.” 
Mr. O’Connor’s remarks go far to explain 
the situation here and the steps that are 
being taken to correct it—Boston Globe. 





Banking in Ecuador 


A South American Bank Progressing During the World-Wide 
Depression 


HE monetary and economic condi- 
tions of the Republic of Ecuador 
during the last five years have suf- 
fered marked alternatives, which have 
greatly influenced the situation of its 
banking system. Since 1927 Ecuador 
was subject to a currency deflation 
which reduced its circulating medium 
to less than one-half of the previous 
volume, which, naturally, resulted in a 
depression in bank deposits. Simultane- 
ouslv, the lack of circulating money dis- 
couraged trade, greatly reduced the sales 
level and all transactions, and conse- 
quently affected the liquidity of bank 
loans. 

In 1931 the situation of the Bank 
Central of Ecuador had turned very 
dificult on account of the lack of con- 
fidence brought about by the extension 
of the world-wide depression and also, 
especially, due to the local crisis originat- 
ing in the shrinkage of exportations. 
The budget of the country, which had 
been favorably balanced in the years 
1925 to 1930, suddenly began to show 
a considerable deficit. A few months 
after England went off the gold stand- 
ard, Ecuador felt the necessity of fol- 
lowing that example and abandoned its 
gold standard, entering into a period 
characterized by conditions exactly op- 
posed to those previously existing. 

In 1932 Congress enacted laws which 
not only liberalized credit, but prepared 
the grounds for a monetary and banking 
policy not governed by sound principles. 
The base of the actual monetary situa- 
tion is in compulsory emissions by the 
Banco Central of Ecuador destined in 
' part to cover the deficit of the budget, 
and in part to capitalize agriculture. On 
the other hand, the Banco Central has 
also been authorized to acquire the 
frozen debts held in the assets of the 
commercial banks. The rate of interest, 
which in this country, as in every new 


country, was relatively high, fluctuating 
around 10 per cent. annually, was legally 
forced to a minimum of 6 per cent. All 
mortgage debtors were relieved by means 
of the compulsory reduction in the rate 
of interest, which the corresponding 
bonds perceived, at the expense of the 


bondholders. 
THE BANKING SYSTEM 


The country’s banking system had a 
definite organization since 1926, under 
the advice of Dr. Kemmerer, the Cen- 
tral Bank of Ecuador being at the head 
of the system, with the specific object 
of issuing the currency on a gold-ex- 
change standard basis, and commercial 
banks were entitled to carry on the usual 
conservative operations for terms not to 
exceed six months, but terms for eligible 
papers being for not more than ninety 
days. Besides Dr. Kemmerer’s advice, 
the government established a Mortgage 
Bank with the purpose of lending 
money on long terms for agriculture and 
industrial purposes. But the adversity 
brought about by the world-wide crisis 
created in Ecuadorean opinion the wrong 
idea that the banking system was chiefly 
responsible for the crisis, and most of 
the ground gained in the way of safety 
and organization for the banking system 
was lost under the legislation lately 
enacted, entirely disturbing the action 
of the banks. The Central Bank, for 
instance, was allowed to lend on mort- 
gages or discount commercial papers for 
a term of twenty-four months, or to 
take over frozen debts held by commer- 
cial banks, or lend the government 
amounts as high as five times its capital, 
etc., etc., while commercial banks saw 
their legal capacities extended in similar 
ways, as also the Mortgage Bank of 
Ecuador, whose primary scope of pro- 
viding for long-term investments for 
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agricultural and industrial purposes was 
weakened by the authority to invest its 
scarce means in short-term loans, which 
all commercial banks, and even the Cen- 
tral Bank, were already able to provide 
for and were, in fact, fully capable of 
rendering this service. 


SITUATION WITH REFERENCE TO FOREIGN 
EXCHANGE 


As far as foreign exchange is con- 
cerned, the situation is no less difficult, 
as an expropriation system is utilized 
covering export drafts, the product of 
which is not totally applied to the pay- 
ment of commercial importations, but 
preferably to cover the purchases of the 
government and to the maintenance of 
Ecuadoreans abroad, payment of 
freights, passages, etc., which has been 
leaving a small balance for the payment 
of commercial importations, thus result- 
ing in collections getting in arrears, some 
of them due, in some cases, for nearly a 
year. 


LA PREVISORA NATIONAL BANK OF 
CREDIT’S SOUND POLICY 


It is easy to realize that under such 
difficult circumstances the management 
of a bank wishing to maintain a solid 
situation, results in a problem somewhat 
difficult to solve. However, success has 
been achieved by one of the Ecuadorean 
banks, which has shown great prosper- 
ity, in spite of the world-wide and local 
depression. This bank is La Previsora 
National Bank of Credit, established in 
Guavaquil since 1920. 

The constant preoccupation of this in- 
stitution has always been to maintain its 
assets in the greatest degree of liquidity 
possible, a preoccupation which was 
amply justified when in 1931 the bank- 
ruptcy of the old and well-known Banco 
of Ecuador was produced. The surprise 
of the public with the bankruptcy of 
such a reputable institution was reflected 
in the lack of confidence, easily explain- 
able, against the greater part of all other 
banking institutions. In the four months 
subsequent to the bankruptcy of the 
Bank of Ecuador, La Previsora National 


Victor E. EstraDA 


General Manager of La Previsora Na- 
tional Bank of Credit, Guayaquil. 


Bank of Credit suffered a constant 
drainage in its deposits, which were re- 
duced by 40 per cent., a draihage which 
culminated in a panic on the 5th and 
6th of October, 1931, which took away 
in those two days another 20 per cent. 
of its deposits. The institution con- 
fronted this panic with its proper re- 
sources, without applying for rediscount 
to the Central Bank and, besides, in the 
four months which preceded this final 
panic, had collected its loans from clients 
in the exact proportion required by the 
drainage caused by the lack of confi- 
dence in the public. When in the final 
panic of October 6, 1931, the public 
was strikingly convinced that the bank 
was prepared for this class of emergen- 
cies, the reaction was sudden, and since 
that day the curve of its deposits has 
been marked by rises without interrup- 
tion. In spite of the acute depression in 
the country, the bank’s deposits today 
are the highest in all its history. 

The figures published by the Chamber 
of Commerce and Agriculture of Guay- 
aquil relative to the banks in this city, 
show that La Previsora National Bank 
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A view of the exterior of La Previsora National Bank of Credit. 


of Credit has an amount in deposits 
which surpasses the combined figures of 
all other local banks, which is an indica- 
tion of the great extension of the trans- 
actions of said institution. 

The reason for this development of 
the bank may be found in the fact that 
La Previsora National Bank of Credit, 
as soon as the emergency laws were 
known, publicly declared its unwilling- 
ness to take advantage of them and, on 
the contrary, insisted in continuing its 
old conservative policy of operating 
under technical and sound principles, 
refusing to take the abnormal risks in- 
volved in the legal extension of terms or 
reduction of cash reserves. 


ORGANIZATION OF THE BANK 


The organization of the bank com- 
prises very especially a collection depart- 
ment, which today handles a great vol- 
ume of business in foreign collections, in 
spite of the fact that its organization is 
relatively recent. In March, 1933, the 
collections on hand of all the banks of 
Guayaquil amounted to 16,427,000 
sucres, of which La Previsora National 


Bank of Credit had 8,060,000. The 
service of this department of La Previ- 
sora is governed completely by American 
modern methods, and the impression re- 
ceived by the foreign traveling agents 
who visit this department of the bank 
is always so satisfactory that they recom- 
mend their offices in the United States 
and Europe to direct their collections 
through the conduct of La Previsora. 
The system of treating foreign collec- 
tions with the same ethics and spirit with 
which the bank treats and collects its 
own loans is a true act of alleviation 
and co-operation towards the develop- 
ment of international commerce, and 
this is responsible for the rapid develop- 
ment of this department of the bank. 
The handling of foreign collections 
at present is of extreme complexity, not 
only on account of the general condi- 
tions of international trade, but also 
because of the so-called complicated 
mechanisms of control of exchange, 
which require a multiplicity of transac- 
tions and a constant watch on the part 
of the bank on every collection entrusted 
to it. Not always the endeavors of the 
bank are crowned with success under 
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these almost impossible conditions. Very 
often the American and European 
manufacturers and exporters do not fully 
realize the insuperable obstacles encoun- 
tered by some countries in making the 
reimbursements with punctuality, but 
it is enough to recall that the exporta- 
tions of Ecuador, which in 1928 reached 
a figure of $20,000,000, have diminished 
to less than $8,000,000 in the last year, 
while the importations have continued 
at high levels on the basis of foreign 
credit. 

Many American and European ex: 
porters do not realize that, under the 
exchange control system, the collecting 
bank is not entitled to effect the reim- 
bursement of collections actually made 
in local currency until the Exchange 
Control Office authorizes said reimburse- 
ment. It is a source of disappointment 
for banks like La Previsora National 
Bank of Credit that this delay may be 
taken as a deficiency of its service, which 
is, of course, not involved in this mishap. 

La Previsora National Bank of Credit 
is also to be credited for its decision of 
not investing the huge amounts of local 
currency deposited with the bank as a 
guarantee for foreign collections await- 
ing authorization from the control for 
reimbursement. It seems that the man- 
agement of this bank considered that 
putting this amount of money in circu- 
lation, side by side with the tremendous 
credit inflation already on the way, 
would endanger the exchange position, 
increasing the difficulties for reimburse- 
ment and creating a wider exchange de- 


mand in the free market. The policy of 
considering these deposits for account of 
foreign banks and correspondents as a 
trust deposit is a new departure in 
Ecuadorean banking practice, and it cer- 
tainly proves that sound banking ideas 
are still in the minds of that bank's di- 
rectors. 

It is easily understandable that invest- 
ing foreign accounts in local currency 
in the Ecuadorean market would mean 
also abnormal risks for American and 
European manufacturers, as it would 
become difficult to collect the money in 
due time; and, furthermore, the sole 
fact that the bank was interested in ob- 
taining a profit on those deposits would 
mean that reimbursement would be de- 
layed indefinitely so long as the invest- 
ment was yielding a regular profit. 


CONTINUITY OF THE MANAGEMENT 


The management of the bank is still 
in the hands of the same officers, since 
its establishment, Victor E Estrada be- 
ing the general manager of the bank; 
Rodrigo Icaza, the manager; F. Viteri, 
sub-manager for the domestic depart- 
ment; Alfredo Icaza, sub-manager for 
the foreign department; José Maria 
Falconi, manager of the Quito branch; 
and R. Elinan, manager of the Manta 
branch. 

Mr. Estrada is well acquainted with 
the American banking practice and 
comes to the United States every year 
to visit his bank’s correspondents in 
New York. 


“I have faith that the American people will recognize that 
a sincera and honest effort is being made to pull us out of the 
slough of despond and that the future is bright.”.—Henry I. 
Harriman, president, United States Chamber of Commerce. 





The Giro System in Germany 


A Method of Handling Checks That Has Great Possibilities for 
American Banks 


By Orro 


States makes a much more exten- 

sive use of checks than do other 
countries. For nearly a hundred years 
now payments both large and small have 
been made by check. Every one has an 
account at a bank which cashes his 
checks and relieves him of the trouble 
of carrying money around with him as 
sometimes one still has to do in other 
countries. But few are aware how much 
trouble their own banks and banks in 
general have in clearing these checks. 
Likewise, it is seldom mentioned how 
frequently it unfortunately happens. that 
checks accepted in good faith are not 
met. In the United States there are 


F see one knows that the United 


banks of all sizes, some of them amongst 
the greatest of such institutions in the 
world. Many of them enter daily more 


than 100,000 checks. Formerly it was 
often a matter of very great difficulty 
for the bank to collect a check. The 
check wandered from bank to bank, fre- 
quently from one end of the continent 
to the other, before it was debited to 
the account of the drawer. Often, 
twenty or thirty days elapsed during this 
process. Most banks made a charge for 
collecting checks. In addition there 
was frequently considerable loss of in- 
terest. 

This state of affairs was terminated 
some years ago by the Federal Reserve 
banks, which devised a system of their 
own for collecting checks. As all banks 
have or may have an account at one of 
the Federal Reserve banks, each check 
need pass through only a few banks to 
be collected; in this way, the time re- 
quired for collection was considerably 
reduced. Without any transference of 
currency, each member bank clears with 
the other member banks the checks it has 
received for collection via the accounts 
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at the appropriate Federal Reserve 
banks. The Federal Reserve banks 
again settle any balances by transfers 
made through the Federal Reserve 
Board. In this way a great saving is 
achieved as compared with former con- 
ditions, although each check still in- 
volvés considerable labor and the danger 
of overdrawing an account is not alto- 
gether eliminated. It also, unfortu- 
nately, still often happens that forged 
checks are given in payment and are not 
recognized as forged until, after a long 
journey, they have reached the banks 
on which they are drawn. 

To facilitate banking payment trans- 
actions still further, the Federal Reserve 
Board, as is well known, has, in addi- 
tion, introduced (but only for payments 
of large amounts) the excellent wire 
transfer system for the use of its mem- 
ber banks, so that no time is lost. 


HOW SIMILAR TRANSACTIONS ARE MADE 
IN OTHER COUNTRIES 


It is interesting to note that in many 
countries non-cash transactions are or- 
ganized on quite different lines. This 
is particular true of Germany, where 
the so-called giro-transfer system is em- 
ployed. There not only are large 
amounts transferred by telegram but 
almost all payments from one town to 
another and many payments within the 
same town are made by giro-transfer 
instead of by check. The German sys- 
tem has been greatly improved in recent 
years. Efforts are being made to de- 
velop it still further, and excellent 
progress has been made towards a uni- 
form system which would function even 
more economically than the American 
system. It is significant that, according 
to the London Financial Times of Sep- 
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tember 25, 1930, the English banks also, 
which, like the American banks, had till 
then allowed only check payments, have 
now introduced the new method of pay- 
ment, the giro-transfer. It might there- 
fore be of advantage for the United 
States to investigate this system more 
closely. 

If in Germany a merchant has to 
make a payment to a business friend or 
a manufacturer in another town, he does 
not draw a check, as in America, but 
gives his bank the order to “transfer” 
the amount to the account of the friend 
or manufacturer concerned and debit it 
to his own account. Formerly, the bank 
which received the order to make such 
a transfer, generally did so through the 
Reichsbank and its system of branches, 
which in Germany occupies the place 
of the Federal Reserve System: all 
banks, that is to say, have an account at 
one of the Reichsbank offices and make 
payments to each other by transfers be- 
tween these accounts. Since 1909, how- 
ever, transfers are being made to an 
ever greater extent, not through the 
Reichsbank only, but through other 
channels as well and with the consent 
of the Reichsbank. For instance, the 
savings banks, which may be regarded 
as public deposit banks, have formed 
themselves into a system for the purpose 
of extending these transactions, and 
founded clearing centers of their own. 
Transfers within this system pass from 
the savings bank which is ordered by its 
customer to make the transfer to a clear- 
ing center (Girozentrale), and from this 
again to the receiving savings bank. The 
savings banks therefore occupy the posi- 
tion of the member banks and the clear- 
ing centers the position of the Federal 
Reserve banks. Further arrangements 
have been made by which the order it- 
self is not sent on to the clearing center 
concerned but goes directly from the 
bank of the drawer to the bank of the 
payee. But both savings banks settle 
any balances by transfers at the clear- 
ing center to which they belong. Simi- 
larly, postal transfers are made at the 
post-check centers, of which there are 
nineteen in Germany. The character- 


istic of this mode of payment, however, 
lies not so much in the fact that a num- 
ber of banks are linked into a system 
(in the case of postal transfers, only a 
few are concerned) but in the existence 
of a definite check-like form which 
passes from the man making the pay- 
ment via his bank and the bank of the 
receiver into the hand of the receiver 
himself. The path of this form differs 
from that of the check inasmuch as it 
goes first to the bank of the man mak- 
ing the payment and only reaches the 
receiver last, and as the transfer is made 
between the banks before the receiver 
obtains the credit advice of the pay- 
ments from his own bank. The advan- 
tage here is that the transfer order does 
not return, as a check must do in 


America, where each receiver must take 
it first to his bank to be collected and 
his bank pass it on via its own central 
institute to the bank of the drawer until 
finally the check arrives back at the 
point from which it started, namely, in 


the hands of the man making the pay- 
ment. 


ADVANTAGES OF THE GERMAN SYSTEM 

Even though in the United States 
checks are frequently credited to one’s 
account before the clearing advice has 
been received, it is obvious that labor is 
saved by the German system. Not only 
that: in Germany the payer has the 
convenience of not being obliged to 
write a letter to the payee when he 
wishes to make a payment, because his 
original order finally reaches his credi- 
tor, although with trifling delay as com- 
pared with an ordinary letter contain- 
ing a check. A still more important 
point, especially for the collecting banks, 
is that forgery of such transfers is 
scarcely possible because it is bound to 
be so quickly discovered. For every 
bank debits its customer immediately 
for every transfer order received. (In 
the majority of cases this is done by 
mailing to the customer at once a part 
of the form filled out by himself.) But 
the greatest advantage is that no cus- 
tomer has now the possibility of over- 





46 THE BANKERS MAGAZINE 


drawing his account without permis- 
sion. For the bank would not carry out 
orders for which there was no cover but 
would return them at once. The re- 
ceiver of a payment, too, will probably 
be more pleased with a definite credit 
on his bank account than with a check, 
even a day earlier, which later may not 
be met. 


APPLICATION OF SYSTEM TO THE 
UNITED STATES 


This giro-transfer system is already 
very largely used in Germany, and its 
use is steadily growing. How could it 
be applied in the United States, where 
non-cash transactions are much more ex- 
tensive than in Germany? 

As every bank may become a member 
of the Federal Reserve System and, as 
such, may have an account at one of 
the Federal Reserve banks, the transfers 
of the individual banks, naturally in 
bulk, could equally well be cleared 
against each other at the Federal Re- 


serve banks just as checks were cleared 
formerly. For this new method of mak- 
ing financial transactions it would be 
essential that all deposit banks should 
give their customers, in addition to the 
check book, another simple and clear 
form which could be easily recognized 


as a transfer order form. This form 
would best consist of two parts which 
could be filled out in one operation by 
means of carbon. For every single pay- 
ment the payer would have to use such 
a form and either hand it in or mail it 
to his bank. (If he sends in to his bank 
a number of forms at the same time, an 
addition slip, containing the number 
and the amounts of these forms, would 
have to be added.) Immediately on re- 
ceipt of each transfer order, the bank 
would punch a Hollerith record-card, 
for then the introduction into American 
banks of record-card machines for book- 
keeping purposes would be worth while, 
which is not the case today. With more 
important customers, who would be 
likely to have record-card machines 
themselves, the employment of such 
cards could be made compulsory. One 


part of the form would be kept by the 
payer's bank and sent back to its cus- 
tomer who gave the transfer order, at 
the end of the month, like check- 
vouchers today. The other part would 
be sent to the bank the name of which 
appeared on the form as the payee’s 
bank. Should no bank be mentioned, a 
certain bank in each town, for instance 
the First National Bank, would receive 
the order. The actual entries and clear- 
ing of such transfer orders would be 
made with the above-mentioned Holler- 
ith-card as voucher. The single order- 
cards would be mechanically filed and 
indexed and in so far as they dealt with 
payments to customers in the same town 
would be sent direct to the banks con- 
cerned. In the case of payments to 
another town within the United States 
these cards would be sent, with the ad- 
dition slip containing number and 
amounts, to the Federal Reserve bank 
for the district, which would debit the 
total amount of all transfers to the ac- 
count of the bank sending in the trans- 
fers, afterwards check the lists mechan- 
ically and distribute the separate cards 
to the districts of those Federal Reserve 
banks at which the deposit banks, to 
whose credits the transfers have been 
made, keep their accounts. Each Fed- 
eral Reserve bank, therefore, would re- 
ceive the cards for its district, together 
with a list. It would deal with the in- 
coming transfers from other districts in 
exactly the same manner and pass them 
to the proper deposit banks on the day 
they arrived. Here the amount would 
finally be credited to the account of the 
receiver and an advice note sent to the 
customer in so far as this had not al- 
ready been done by sending on that 
part of the order arriving direct from 
the bank making the transfer. In each 
case the payee would receive a form 
which had been filled out by his debtor. 

This is only the simplest description 
of the system and its working. For the 
American bank organizer there are 
many finer details which would effect 
improvements in the technical methods 
of the American banks as compared 
with today. It must be emphasized that 
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the entire work of making lists, sorting 
them according to districts and receiving 
banks, doing additions and so on, can 
be performed entirely mechanically, and 
consequently in the shortest possible 
time. Should the receiver of a transfer 
so desire, he could receive a punched 
record-card with every credit note, so 
that he would be able to introduce into 
his own office the same bookkeeping im- 
provements. 

It is not difficult to imagine what 
enormous advantages would accrue to 
American business as a whole from such 
a simplification and acceleration of pay- 
ment transactions as compared with 
conditions today. Perhaps the proper 


authorities will go more deeply into this 
To avoid misunderstanding it 


matter. 


An Anecdote of 


PERHAPS the broadest and most construc- 
tive mind of the whole crowd was that of 
the elder Morgan. One would venture to 
interfere with him only at the peril of 
one’s financial life, yet he could be singu- 
larly generous on occasion, as I have good 
reason to know. One day there was a 
money panic in Wall Street, and after 
rising to an interest rate of 1 per cent. 
a day, or 365 per cent. annually, money 
disappeared. There was none to be had 
on any terms, even for the borrower with 
the most gilt-edged security. My father 
had to have $50,000 before three o'clock, 
or his firm would fail. He could not get 
a dollar from any bank, though his col- 
lateral security was of the soundest. As a 
last resort he went with an_ introduc- 
tion to Mr. Morgan, who was a total 
stranger, but who at once lent him the 


must be mentioned that the system is not 
employed in Germany in exactly the 
same form, and at present cannot be so 
employed, because two essential condi- 
tions are lacking. The first is the exist- 
ence of a completely uniform network 
of banks (there are in Germany quite 
a number of separate banking systems), 
the second is a high level of develop- 
ment of office machines (this level has 
been reached in the United States but 
not in Germany as yet). The German 
banks would scarcely be in a position 
to supply each of the larger banks with 
a Hollerith equipment, as could be done 
quite easily in the United States. Such 
equipments are however absolutely es- 
sential at least in all the Federal Reserve 
banks and in all the large deposit banks. 


the Elder Morgan 


money. When on leaving, after an inter- 
view which had lasted scarcely two minutes, 
my father asked him what the rate of 
interest would be, Morgan, without looking 
up from the papers to which he had already 
turned, replied gruffy, “Six per cent.— 
Morgan and Company never charge more 
than that.” Morgan had not the slightest 
interest in my father, the failure of whose 
house would not have left a ripple on the 
stormy waters of Wall Street that day. 
The gesture was that of a monarch who 
reprieves an innocent man from death, and 
passes to other things. Morgan alone in 
that day made such gestures. As con 
trasted with him, many of the other 
great bankers, with whom I was occa- 
sionally mixed up in episodes as intimately 
personal as the above, had the souls of 
pushcart peddlers—From “The Epic of 
America,’ by James Truslow Adams. 





A 
Constant Factor 
in 
Changing Times 


Neither banking legislation nor eco- 
nomic exigency can materially affect 
the practical necessity of converting 
checks and collection items into avail- 
able cash in the quickest time and at 
the least cost. 


While events of major significance are 
pending, do not neglect the importance 
of every-day routine. 


Take advantage of our continuously 
operating direct collection service. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


CAPITAL and SURPLUS $30,000,000 





A Century of Progress International 
Exposition 


By Grorce A. BARCLAY 


The annual convention of the American Bankers Association will be held at Chicago, 


September 4-7. 


In presenting the following outline of the attractions of the Century of 


Progress International Exposition as an additional incentive for the bankers and their friends 


to attend the convention, 
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would remind its readers that the 


wonderful progress made by tiie City of Chicago itself constitutes an outstanding achievement 


in the history of the United States. 


For that progress typifies in an instructive way the 


development of the Mississippi Valley and the Great Lakes region—a development without 


parallel—EpiTor. 


HE eyes of the world are trained 
on Chicago this summer. It is 
the Mecca of the vacationer, the 
excursionist, the fun hunter. All roads 
lead to Chicago; the roads of concrete, 
the roads of steel, the air roads and 
the sea ways. More than 1200 con- 
ventions meet in Chicago this year. 


Reason? The World’s Fair! 


Officially it is called A Century of 


Progress. It commemorates the 100th 
anniversary of Chicago’s founding. It 
marks, too, the climax of the greatest 
century of advancement in the history 
of man. More— 

Man has achieved greater things in 
his forward march toward civilization 
in this 100 years than in all previous 
time. 

A Century of Progress has been 
built around that theme. 

A few simple facts about this exposi- 
tion will give some idea of the picture. 
Buildings, landscaping, exhibits and 
concessions, according to the auditors, 
represent a total investment in and on 
the grounds of approximately $37,500,- 
000. 

The Fair is built on ‘made land,” 
a narrow strip of shore and island three 
miles in length. It covers 424 acres. 
Fifty-three major buildings built on 
this land can be visited without further 
charge after the general gate fee has 
been paid. 

Statisticians have figured that the 
visitor who sees every exhibit at the 
Fair will need to walk eight-two 


miles. If he tarries just a few moments 
at each display he will require about 
six weeks for the job. It’s quite a 
Fair. 

Carrying out the idea of a Century 
of Progress, the Hall of Science is 
called the heart of the _ exposition. 
Here many of the major advancements 
in the world’s progress within the last 
100 years are graphically recorded. 

Scientists, working individually and 
in groups, have brought about the tell- 
ing of a graphic and startling story. 
In this division the story of medicine 
and chemistry are told. Participating 
are such organizations as the American 
Medical Association, American College 
of Surgeons, United States Public 
Health Service, American Pharmaceuti- 
cal Association. 

Others are the Wellcome Museum 
of London, Milwaukee Museum, Cleve- 
land Clinic, Mayo Clinic, McGill Uni- 
versity of Canada, and various other 
colleges, groups and manufacturers. 
Among the European nations repre- 
sented in the hall of science are Eng- 
land, France, Germany, Italy and 
Austria. 

Some of the scientific mile-posts re- 
corded with exhibits in the Hall of 
Science are these: 

Discovery of anesthesia, ninety-one 
years ago; proof of the Germ Theory 
of Disease, seventy-six years ago; found- 
ing of antiseptic surgery, sixty-eight 
years ago; discovery of tubercule bacil- 
lus, fifty years ago; first appendix oper- 
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Three fluted towers, 150 feet 
high rise around the 75-foot 
dome of the Federal Building 
of A Century of Progress 
Exposition. These towers are 
triangular in section and 
their inner faces curved. They 
represent the three branches 
of government — executive, 
legislative and judicial. The 
Federal Building is 620 feet 
long by 300 feet wide, with 
a rotunda 70 feet in diameter 
surmounted by a  175-foot 
dome around which the 
towers are grouped. 


Viewed across the la- 
goon at night, the Fed- 
eral Building, with its 
three towers, and the 
Hall of the States 
form this poem of 
light at A Century of 
Progress — Chicago's 
1933 World's Fair. 
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ation, forty-nine years ago; discovery 
of X-ray, thirty-eight years ago; dis- 
covery of vitamins, twenty-one years 
ago; discovery of insulin, twelve years 
ago. 

Among the hundreds of thousands 
of inventions and developments getting 
special attention because of their im- 
portance—all occurring within the cen- 
tury—are the telegraph, telephone, 
radio, sewing-machine, typewriter, lino- 
type, sound recording, photography, 
motion pictures, electric car, automo- 
bile, airplane and dynamite. 

The World’s Fair is telling the whole 
story. 

In the electric building, as an ex- 
ample, is House of Magic, one of a 
hundred interesting exhibits. Here the 
General Electric Laboratories of Sche- 
nectady do feats that amaze the unini- 
tiated. 

You see sound and hear color. You 
listen to a radio played over a light 
beam. The “magician” holds gas-filled 
tubes in his hands and they are lighted 
with power shot unseen through the 
air. You see colors changed with 
lighting effects, red made black at the 
touch of a button. You see atoms im- 
prisoned in a glass tube do a fire dance. 

Elsewhere robots speak, _ electric 
sparks fly, chemicals sputter and wheels 
whirr. Mechanical voices and lecturers 
in person tell their stories. 

In the great hall facing the court 
of the Hall of Science hangs Prof. Pic- 
card’s great alumnium ball in which 
he arose 34,000 feet, well into the 
stratosphere. Just below it stands the 
steel ball in which Dr. Beebe went 
down 2200 feet to the ocean’s floor. 

The Massachusetts Institute of Tech- 
nology has built a 1,000,000 volt elec- 
trostatic generator that shoots a spark 
three feet long. 

In the general exhibits building we 
find the old Gutenberg press. It stands 
in the replica of a German print shop 
of the era of the birth of printing. 
Gutenberg was the first man in the 
world to print from movable type. 

Farther south we find the Travel and 
Transport building. Here an old stage- 


coach cuddles almost under the wing 
of a giant modern air liner. The first 
sleeping car stands by the side of a new 
streamlined Pullman—the Pullman that 
will be on the rails tomorrow. 

The Royal Scot, England's finest 
train; the President’s train, Mexico's 
finest and several of the finest overland 
trains in the United States stand on 
sidetracks for inspection. 

Hundreds of remarkable exhibits tell 
the story of the rise of travel from the 
oxcart to the 150-miles-an-hour air- 
plane. 

General Motors has a great building, 
cost $1,250,000, in which is housed a 
complete assembly line. Chrysler has 
another large building, scarcely less 
impressive. 

Over here stands the Maya Temple. 
This is an exact replica of one hail 
of the Nunnery of Uxmal, dug out of 
the jungle in Yucatan. Dr. Franz 
Blom, leader of the company of scien- 
tists who excavated it, was the builder. 
It is an exact duplicate of the original 
to the most minute detail of color and 
carving. 

You can go down into a diamond 
mine and see Zulu and Kaffr workmen 
on the job. Three thousand rough dia- 
monds and eighteen tons of “blue 
earth” from Kimberley were brought 
to Chicago to use in reproducing the 
shaft of a diamond mine. 

Then there is the Great Nassak 
Diamond. It weights seventy-eight 
karats and is valued at $500,000. It 
was first seen by Europeans in the 
twelfth century. It was then the right 
eye of the god Siva. Three hundred 
years later British soldiers looted the 
Temple of Siva and carried it to Eng- 
land. 

Then there is the Great Chalice of 
Antioch in the Hall of Religion. This 
fine old cup dates from the first cen- 
tury and bears two portraits of Christ 
and portraits of the apostles. Experts 
who fix its age say that it may have 
been made by an artist who actually 
looked upon the features of Christ and 
the disciples. 

It shows Christ as a young and 
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Tower in the Belgian Village 


beardless man, dignified, spiritual, intel- 
lectual. It may be that this is a true 
portrait of Him. 

The Hall of Religion holds other 
works of art that ought to be viewed 


with reverence—fine paintings, altars, 
robes, statuary, cups and sconces gath- 
ered all over Europe. 

Again, the finest example of jade 
carving that was ever made in China 


has come to the Fair. This is called 
the Green Jade Pagoda. The Chinese 
value fine green jade above diamonds 
or rubies. The pagoda has to the 
Buddhist a sentiment much as the cross 
bears to the Christian. 

He erects a pagoda only to a deity, 
to commemorate some great deed of 
valor or to honor some ancestor. 

About eighteen years ago the Chinese 
secured a great piece of green jade 
weighing 7000 pounds. It was found 
in Burma. Two years were given to 
planning. Then for sixteen years the 
best jade carvers in all China worked 
on it. More than 500 were employed 
in all. Two expert carvers were em- 
ployed to complete the job. More than 
1,500,000 hours of labor were put in 
on it. 

Chang Wen Ti, who conceived, de- 
signed and supervised its construction, 


brought it personally to Chicago. With 
him came a guard of twenty men. 
For shipment he valued it at about 
$500,000 in U. S. money. 

The lover of art should not overlook 
the great display at the Art Institute. 
While not on the World’s§ Fair 
grounds, this is still a part -of the 
general program of the Century of 
Progress Exposition. 

Old masters and various rare pieces 
of painting and fine sculpture have 
been loaned from many of the world’s 
finest galleries and collections. Some 
of these pictures were brought to Chi- 
cago in special cars under guard. - 

The various articles in the art display 
at the Art Institute have been insured 
for approximately $90,000,000. 

Perhaps the visitor, tiring of science, 
invention and art, may seek a thrill 
or two. He has many choices. Diri- 
gibles land on the grounds and pick 
up passengers. Huge amphibian planes 
splash down on the water, waddle up 
a ramp like giant sea birds, unload and 
load passengers and take to the air 
again. 

A captive balloon is busy making 
ascensions. Then there is the Sky Ride, 
cars running on cables swung between 
two towers 628 feet high. The towers 
stand 2000 feet apart and the cars 
cross at the 210 foot level. 

If these are not enough there are 
the Flying Turns, the Cyclone Dips, 
and the Lindy Loop, breath-takers 
every one, and Bozo and Heyday. 

Large sums of money have been put 
into super-concessions such as_ the 
Belgian village, the streets of Paris, 
Morrocan village, Egyptian village and 
others. Gorilla Villa is an ape show. 
There are Indian villages, snake shows, 
freak shows, the Midget village, Ripley's 
“Believe-It-Or-Not Odditorium,” and 
scores of other merry attractions. 

More than thirty fine restaurants, 
casinos, cafes and beer gardens are 
scattered through the grounds. Old 
Heidelberg, replica of a famous garden 
in Baden, can seat 3500 people; Pabst 
Blue Ribbon Casino, adjoining “Little 
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Hollywood,” where motion pictures, 
with sound, are taken, can seat 3000 
more. 

Other featured restaurants are the 
Victor Vienna Cafe, Adobe House, the 
Chinese restaurant and the Japanese tea 
house. Swedish, Polish, Ukranian, Ital- 
ian, Spanish, French, Belgian and other 
Old World cooking is available. 

Besides this more than 100 grilles, 
fountains and lunch stands serve every- 
thing from the lowly hamburger and 
red hot to a $2.50 table d’hote. 

The Rutledge Tavern, replica of the 
eating house and bar to which Lincoln 
went so often and where he courted 
Ann Rutledge, serves the food of the 
early °60’s in the Middle West. And 
beer. 

At night time it is very pleasant to 
take one of the motor launches on 
the lagoon, or sit in a gondola and 
glide over the calm waters. The pic- 
ture at night is an entrancing one. The 
strange buildings of the World’s Fair, 


with their palette of twenty-five colors, 


become a fairyland of 
radiance. 

Miles of neon tubes of every color 
imaginable, all concealed, cast a jewel- 
like glow over the richly painted 
surfaces of the buildings. Spot lights 
play. Electric fountains. Méillions of 
light bulbs. 

Three miles of gay illumination. 

Chicago is hopeful of an attendance 
of 50,000,000 at the Fair. It looks 
forward to numerous 400,000 to 600,- 
000 days. Transportation systems have 
worked out plans for handling, under 
pressure, 1,000,000 people in a day to 
the grounds. 

The high peak of attendance is ex- 
pected in August when, on Chicago 
Day, that 1,000,000 attendance is hope- 
fully looked forward to. 

Early attendance at the Fair has been 
highly gratifying. Comparative at- 
tendence during the opening weeks, 
based on the daily gate of the World’s 
Columbian Exposition in 1893, showed 
from two to five times as many people 
on the grounds. 


shimmering 


Main facade of the Administration Building 
of Chicago’s 1933 Century of Progress Ex- 
position. The building is 350 by 150 feet, 
of modernist design and located on sloping, 
filled-in land between the lake shore and the 
outer drive at Fourteenth street. 


With a spirit of optimism in the air, 
food concessionaires and others report 
“spending” crowds. Pocket money, 
they say, is getting to be a bit “on 
the loose.” 

Much of the interest in the exposi- 
tion is credited to new vehicles for 
arousing interest. Back in °93 the art 
of illustration in newspapers and mag- 
azines was crude. The half-tone, be 
it remembered, was invented only in 
the year of that other fair. 

Stories of the older fair were badly 
illustrated. The modern  electrotype 
and the rotogravure process, so freely 
used now, had not come into existence. 

Again, there was no radio. Broad- 
casting has been a vast stirrer-up of 
interest in the present World's Fair. 
As many as 167 broadcasting stations 
have carried the stories of the Fair into 
millions of homes in a single day. 

News services, in the *90’s, were in 
their infancy. Today great newsgath- 
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ering associations carry daily stories of 
the Fair over vast systems of leased 
wires, and machines receive the stories 
automatically. 

The columnist had not been thought 
of. Syndicate writers had not come 
to be a factor in the daily press. These 
have all used the present World’s Fair 
as themes. Progress has come swiftly 
during these last forty years in the 
art of spreading information. 

Again, this is the first great interna- 
tional exposition since the automobile 
and the hard road have sprung into 
common use. Buses as a means of 
public travel have only now come into 
existence. What all this means in at- 
tendance is pure conjecture. It may 
mean millions entering the gates. 

Under strict supervision of the man- 
agement of A Century of Progress a 
row of tourist camps, called motor 
villages, have sprung up around the 
outskirts of Chicago. Large parking 


fields have been organized. 
Organization has 


been effected to 
guarantee sufficient rooms in_ hotels 
and private homes—without the boost- 
ing of prices. Chicago has united to 
become a pleasant host. The purpose 
is to make sure that healthful, sanitary 
surroundings are available to the visitor 
at very reasonable costs. 

Never has any exposition gone to 
such steps to insure pure foods at 
reasonable costs. Every purveyor of 
foods on the grounds has signed an 
iron-bound contract limiting prices and 
guaranteeing quality. 

All eating places and all equipment 
used in preparing foods and drinks, 
and the materials used, are under con- 


SAN. Li - 


stant inspection by the Chicago Health 
Department. It is the idea of progress 
carried to the ultimate. 

Even the concessions have been care- 
fully picked. It is said that four were 
turned down to every one accepted. 
The management did not want the 
word to go out that this is a “gyp” 
Fair. Every attraction was put to 
this test before acceptance: 

“Will it help or hurt the Fair?” 

Vending machines are taboo on the 
grounds. Sales of everything, down 
to the nickel candy bar, the five cent 
drink and penny chewing gum is a 
matter of “personal selling.” Reason, 
employment of people. 

Yes, Chicago is protecting its ‘good 
name.” 

"Way back in 1893 a small boy, 
at the World’s Columbian Exposition, 
remarked: 

“T've learned a great deal about 
America here. I didn’t know there 
was so much to learn about it.” 

You've heard about that boy a great 
deal lately. He has grown up. His 
name is Franklin D. Roosevelt. 

There was another boy at the other 
World's Fair. He was there in uni- 
form—a guard. He came back the 
other day and looked the new Fair 
over. He said it was big and impres- 
sive and a delight. 

You've heard of him, too. Read 
quite a bit about him in the last twenty 
years. His name is John J. Pershing. 

If you've got a boy, well, maybe 
you ought to bring him. The World’s 
Fair will be a bright spot in his memory 
years from now when you, too, 
are a bright memory. 


SU 


—— 





The Banker’s Relations to Foreign 
Exchange 


The Wide and Important Field of the Bank in Exchange Operations 


By AUuGUSTIN LEGORRETA 
Director General, Banco Nacional de Mexico 


BANK is the intermediary be- 
tween the seller and the pur- 
chaser of foreign exchange and 
is not the creator thereof. It must 
establish contact between those who 
have foreign exchange and those who 
are in need of it, buying it from the 
former and selling it to the latter at 
a margin of profit justified by its 
services. 

A bank must not consider specula- 
tion in exchange a source of easy and 
large profits and any bank or private 
person who does this is bound to suffer 
heavy losses, although for the time 
being it may appear as though a profit 
were being made. In the end it is 
bound to lose not only its money but 
the confidence of its customers, for its 
resources are jeopardized by this kind 
of gambling. 

The part played by a bank in ex- 
change operations should be a nobler 
and more scientific one. It has a wide 
field of action. It has a source of mod- 
erate, but continuous, profit, which, 
being legitimate, it may increase greatly 
by taking advantage of the possibilities 


address. 


From an 


within its reach. It may also carry 
out direct operations of purchase and 
sale of foreign exchange with its own 
customers, and may do a business in 
carefully considered arbitrage opera- 
tions, which are very lucrative and do 
not entail the slightest risk. There is 
practically no limit to these operations, 
because the foreign markets are very 
extensive and it is not necessary to 
bring these operations into direct rela- 
tionship with our market. 

A bank may also render very useful 
service in assisting the import and 
export business in connection with its 
future delivery operations so that the 
importer does not run any risk with 
regard to the payment of his merchan- 
dise and the exporter knows in advance 
just what he will obtain for his ex- 
ported product. 

A bank must not be a vehicle for 
speculative transactions, nor must it be 
mixed up in them, for this would be 
injurious to its position; and were it 
to assist in such transactions, it would 
feel the repercussions either directly in 
its own operations or indirectly as the 
result of the operations done by its 
customers. 


Nations are now saying to each other, with some temper, 
“What do you mean by trying to put up the value of my dollar, 
my pound and my franc?”—New York Times. 





on business 


In these days especially, close coordination of 
operations at main office, branches and factories 
is essential. One means of efficient control is Tele- 
typewriter Service—typing by wire. 

Among many users of Teletypewriter Service 
is the vast Shell petroleum organization. Repro- 
ducing exactly what the sending office types, this 
service instantly transmits messages, inquiries, 
reports and orders between Shell’s offices. 

For years Teletypewriter Service has been 
offered on a private line basis. Now it is fur- 
nished also through teletypewriter exchanges, 
like telephone service. For informa- 
tion on fitting it to your business, 
telephone the Business Office. 














INVESTMENT AND FINANCE 


A MONTHLY SURVEY OF CURRENT DEVELOPMENTS AFFECTING 


S the firm of J. P. Morgan & Co. 
sustains such an important rela- 
tion to the distribution of in- 

vestment securities, the following state- 
ment, made by Mr. Morgan before the 
Senate Committee on Banking and 
Currency, will be found of special 
interest : 


Our desire being to be of use to the 
committee, I have ventured to frame a 
brief statement of my views on the subject 
of the duties and uses of private bankers, 
which I hope the committee will receive as 
an outline and, if it so desires, discuss 
with me or with some of my partners. 

In the first place, what are the differ- 
ences between the rights and privileges of 
a private banker and an incorporated bank? 

As I see it, they consist chiefly in the 
fact that an incorporated bank receives from 
the Government, Federal or state, from 
which its charter comes, certain privileges, 
and for those privileges it has to conform 
to certain laws and regulations of the 
Government, applying only to the incorpo- 
rated bank’s business. 

The private banker has none of these 
privileges, but he does not have to conform 
to any special Government regulation, he 
has a somewhat greater freedom of action. 

The private banker is a member of a 
profession which has been practiced since 
the Middle Ages. In the process of time 
there has grown up a code of professional 


ethics and customs, on the’ observance of 
which depend his reputation, his fortune 
and his usefulness to the community in 
which he works. 


Some private bankers, as indeed is the 
case in some of the other professions, are 
not as observant of this code as they should 
be; but if, in the exercise of his profession, 
the private banker disregards this code, 
which could never be expressed in legisla- 
tion, but has a force far greater than any 
law, he will sacrifice his credit. 

‘ This credit is his most valuable possession; 
it is the result of years of fair and honor- 
able dealing and, while it may be quickly 
lost, once lost cannot be restored for a long 
time, if ever. 

The banker must at all times so conduct 
himself as to justify the- confidence of his 
clients in him and thus -preserve it for 
his successors. 





THE BANK INVESTMENT MARKET 


Duties and Uses of Private Bankers 


If I may be permitted to speak of the 
firm, of which I have the honor to be 
the senior partner, I should state that at 
all times the idea of doing only first class 


business, and that in a first class way, 
has been before our minds. 
We have never been satisfied with 


simply keeping within the law, but have 
constantly sought so to act that we might 
fully observe the professional code, and 
so maintain the credit and reputation which 
has been handed down to us f 
predecessors in the firm. 

Since we have no more power of know- 
ing the future than any other men, we 
have made many mistakes (who has not 
during the last five years?) but our mis- 
takes have been errors of judgment and 
not of principle. 


from our 


RELATION TO DEPOSITORS 


Another most important duty of the 
private banker is to take special care that 
his banking position in regard to his 
deposits is at all times sufficiently strong, 
knowing as he does that none of the aids 
provided by the Government for incorpo- 
rated banks, such as the Federal Reserve 
System or the Reconstruction Finance Cor- 
poration, are at his disposal. 

The private banker has at least one 
other duty: He must be ready and willing 
at all times to give disinterested advice to 


his clients to the best of his ability. If he 
feels unable to give this advice without 
reference to his own interests he must 


frankly say so. 

The belief in the integrity of his advice 
is a great part of the credit of which I 
have spoken above as being the best posses- 
sion of any firm. 


ASSISTING IN DEVELOPING INDUSTRY AND 
PRODUCTION 

So far as to the duties. I will now 

pass on to the uses of private bankers. 


These seem to me to be closely related 
to the fact that, as they are risking their 
own money and doing their own work, 
they may properly undertake certain respon- 
sibilities and businesses which the manage- 
ment of an incorporated bank might not 
be justified in dealing with. 

Subject to the paramount need of keep- 
ing their banking position toward their 


depositors sound and liquid, they can in 
a very prompt and effective way assist in 
the development of the 


and 
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industries 
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productions of this largely industrialized 


world. 


FREEDOM OF ACTION IN TIMES OF PANIC 


They also can come to the aid of a 
general situation, or of their friends and 
clients, in times of panic and distress, to 
an extent that an incorporated bank might 
well feel it had not a right to do with 
its stockholders’ money. 

Another very important use of the pri- 
vate banker is to serve as a channel where- 
by industry may be provided with capital 
to meet its needs for expansion and devel- 
opment. To this end the private banker 
can serve well, since, as he has at stake 
not only his clients’ interests but his own 
reputation, he is likely to be specially 
careful. 

If he makes a public sale and puts his 
own name at the foot of the prospectus 
he has a continuing obligation of the 
strongest kind to see, so far as he can, 
that nothing is done which will interfere 
with the full carrying out by the obligor 
of the contract with the holders of the 
security. To accomplish this it is fre- 
quently desirable that the private banker 
should be a director of the company the 
securities of which he has sold. 


BANKERS AS DIRECTORS OF CORPORATION 


As to the charge that is frequently and, 
as I believe, carelessly made, that bankers 
force their way into boards of directors, I 
can only say that, in my experience of 
over forty years, I cannot remember any 
partner of the house taking a directorship 
except at the earnest request of the board 
of directors of the company in question. 
It is often useful for the directors of a 
company who are not financial experts to 
have an expert of that sort, in whom they 
have confidence, at hand for consultation. 
This is why I regret the tendency of so 
much present-day legislation which en- 
deavors to prevent bankers from _ being 
directors of one thing or another, or which 
throws on directors such liabilities for 
errors for which they could not be respon- 
sible as to make it too dangerous for any 
man of experience or means to assume 
such responsibilities. 


PRESENT LACK OF INVESTMENTS FOR 
PEOPLE S MONEY 


We must not lose sight of the fact 
that the steady supply of capital for indus- 
try is an essential of our system and that 
anything which may hinder the flow of 
such a supply, or needlessly diminish the 
confidence of the investor in the safety 
of his investments, is undesirable. 

At the present moment, owing to the 
destruction of confidence in this time of 


depression, there is no flow of capital into 


industries, and consequently no investment 
possible for the savings of the people which 
are turned over daily to savings banks and 
insurance companies to be invested. 

Just at present these are the only sources 
from which industry can obtain its needed 
capital, as the savings of the incomes of 
private persons have been so greatly re- 
duced by the depression and by the extreme 
weight of taxation on incomes and estates; 
and, as the depression, for the first time 
as far as I know in the history of the 
world, is so widespread, no country can 
lend money in any other. 

Though, at the present time, there is 
no demand for capital for industry, this 
condition will pass, and we should not by 
any means force the organization for dis- 
tribution of securities out of business, lest, 
when there is again a legitimate demand 
for capital, it be found that the mechinery 
of distribution has disappeared. 

No private banker, whether he is (as 
we are) a wholesale merchant of securities, 
or whether he deals directly with the ulti- 
mate investor, could continue in the busi- 
ness if he had no other sort of business 
to fall back on in such times as the present. 


ACCEPTANCE OF DEPOSITS 


The question has been raised whether a 
private banker should be permitted to accept 
deposits. The laws of the State of New 
York very wisely, as I think, and under 
careful restrictions have sanctioned the 
practice. Those restrictions prevent, among 
other things, our holding ourselves out as 
depositaries for the public and from paying 
interest in deposits of less than $7500. 

The bulk of our deposits has come from 
our having done work for some client or 
because we are the paying agents for 
coupons or the custodians of sinking funds. 
If we, for instance, should be deprived of 
the right to receive deposits which clients 
wish to leave with us, we should very 
probably have to disband a large part of 
our organization and thus should be less 
able to render in the future that important 
service in the supply of capital for the 
development of the country which we have 
rendered in the past. 

In regard to the presence of private 
bankers on the boards of directors of other 
banking institutions, I believe it to be true 
that none of the directorships held by any 
private banker in other banking institutions 
is held at his request, but because of the 
strong desire of those in charge of the 
institution of which he becomes a director. 
This certainly is the case in our own office 
and I believe in other cases too, although 
of course I cannot speak for anybody but 
our own firm. Personally, I have always 
been averse to banking directorships for my 
partners, but I felt constrained reluctantly 
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to consent, because of my belief that it is 
one of the duties of a private banker to 
be of use in the general affairs of the com- 
munity, and that the only way people can 
be helped is in the way they wish to be 
helped. 

Therefore, if friends in whom we have 
confidence ask us to serve them by advising 


with them, we are bound to give them 
the best advice we can. 
No law could prevent any one from 


discussing problems with, and seeking advice 
from, friends in whose judgment he has a 
confidence which is the result of years of 
experience and co-operation, and I do not 
see any need for legislation which makes 
such consultation more difficult. 

The private banker also is useful in 
offering a sort of neutral territory where, 
at times, the management of the incorpo- 
rated banks may meet and discuss the 
general problems without rivalry or com- 
petition. 

I believe if you were to ask the heads 
of all the great banks in New York who 
have had experience of both good and bad 
times, you would be assured that the private 
bankers, by offering that neutral ground, 
have served a very useful purpose, and 
would have been much missed had they 
been forced out of business by law, either 
state or Federal. 

To sum up, I state without hesitation 
that I consider the private banker a national 
asset and not a national danger. 





As to the theory that he may become 
too powerful, it must be remembered that 
any power which he has comes, not from 
the possessoin of large means, but from 
confidence of people in his character and 
credit, and that that power, having no 
force to back it, would disappear at once 
if people thought that the character had 
changed or the credit had diminished— 
not financial credit, but that which comes 
from the respect and esteem of the com: 
munity. 


Following the above statement, Mr. 
Morgan, on behalf of his firm, put into 
the record of the hearing this addi- 
tional statement: 


As the hearing draws to a close we 
desire to thank the committee for their 
patience and courtesy and to make a brief 
statement upon certain points which, we 
believe, are not yet fully clear. The first 
point relates to the matter of income taxes. 


INCOME TAXES 


The precise facts as to our payment of 
income taxes seems to have been misunder- 
stood by a portion of the community. 
Since 1917, the partners of our firm have, 
as stated, paid upward of $51,000,000 in 
income taxes. In the three years, 1927, 
1928 and 1929, our income tax payments 
exceeded $22,000,000. In 1929 alone they 
were approximately $11,000,000. 
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In all these cases a substantial part of 
the taxes paid by us were due to net 
capital gains which, under the law, had to 
be added for income tax purposes to our 
regular income. In the years 1930, 1931 
and 1932, our capital losses (deductible 
under the law, just as previously the profits 
had been added) were such as more than 
to wipe out all our income, and leave 
nothing taxable. Income taxes are after 
all payable upon income and not upon 
deficits. ; 

We trust these facts will now be clearly 
understood, because at first blush there can 
be no doubt that many persons, failing to 
realize that during prosperous times we 
had. paid heavy taxes upon our profits, felt 
it to be unjust that during the last three 
years we have paid no income taxes; again 
failing to realize that our losses had 
more than wiped out our taxable income. 


THE SECURITY BUSINESS 


The second point upon which we wish 
to comment relates to our conduct of 
certain features of our security business. 

As investment bankers we are merchants 
of securities; and our normal business in 
that field is the bond business. Inthe post- 
war period we have issued upward of 
$6,000,000,000 of bonds, together with a 
very few preferred stocks. A_ third 
of the bonds have already been paid off 
and retired. Little more than 2 per cent. 
thereof are in default, and none of our 
foreign bond issues has defaulted in payment 
of interest or principal. We issued no loans 
for Central European countries except two 
important international reconstruction loans 
each for Germany and Austria. The only 
outstanding South American loans we issued 
were those for the Argentine Republic. Of 
our domestic issues, the greatest single cate- 
gory consists of bonds of American railroad 
companies issued with the approval of the 
Interstate Commerce Commisison within 
price limits determined by it. 

Such investment securities we offer to 
the general public over our name. Here 
we receive a limited compensation averag- 
ing approximately half per cent., an average 
which applies to our foreign as well as 
our domestic loans. We have no salesmen, 
and for the underwriting and distribution 
of investment securities we enlist the co- 
operation of banks and dealers. 


FINANCING OF COMMON STOCKS 


The whole amount of the common stock 
financing done by us during the postwar 
period does not exceed 34 per cent. of 
the total amount of investment securities 
we issued in the period. Despite, however, 
the small proportion of our securities busi- 
ness which this type of financing represents, 
it would appear that these few transactions 


have largely occupied the attention of these 
hearings. 

The provision of new equity capital, or 
the distribution of large holdings of common 
stock, is a useful and necessary operation. 
Specifically, we believed in the future of 
the Alleghany Corporation as a step toward 
ultimate consolidation of valuable and co- 
herent railroad properties under the policy 
laid down in the Transportation Act of 
1920. We believed in the United Corpora- 
tion as offering a composite and diversified 
minority investment in homogeneous and 
non-competitive public utility properties. 
We believed in Standard Brands as_ fur- 
nishing a logical grouping of products sal- 
able by daily delivery. We believed in 
Johns-Manville as an admirable and _ tested 
business, long, well and favorably known 
to us. 

However, as merchants of investment 
securities of established character, we do 
not consider that it is sound practice for 
us to offer common stock over our own 
name to the general public through banks 
and dealers. Consequently, in the few 
equity operations which we undertook, we 
invited to join us, not primarily institu- 
tions and dealers who distribute investment 
securities to the general public, but indi- 
viduals capable of sharing and understand- 
ing the risk; and with one minor exception 
we asked them to join us in the stock 
purchase at the same price that we paid. 
It would not have been prudent banking 
to keep all these common stocks in our 
own portfolio. We wished, therefore, to 
sell part of them as a business man’s invest- 
ment to those having knowledge of business 
and general conditions, who would under- 
stand exactly what they were buying and 
who, as joint venturers, would share with 
ourselves the profit and the risk of the 
stock purchase. 


PRICES OF STOCKS OFFERED 


With one minor exception, we offered 
these stocks at the same prices at which 
we had purchased them—that is to say 
at prices which were considered fair by 
the corporations and individuals from whom 
we purchased. We, too, considered these 
prices fair. Speculative market quotations 
did not enter into our calculations. As a 
matter of fact in most instances there was no 
stock in existence and no market for the stock 
at the time the sales price was determined. 
The narrow and speculative market existing 
in one or two cases formed no_ basis 
for a fair valuation. In the Alleghany 
case, much has been made at this hearing 
of the “when issued” market, which sprang 
up after we had fixed the price at which 
we would sell the stock, but about the time 
a few of the offers were made. As a matter 
of fact, at the same time “500,000 shares 
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of the stock were offered publicly at $24 
a share, a far better indication of the 
market value of the stock than the narrow 
and speculative “‘when issued” market. 

No responsible banking house would 
change the issue price from day to day 
to reflect “when issued’ market quotations, 
or would advance the price against a 
subscriber because of some slight delay in 
his receipt of the offer of sale. Every 
successful issuer, from the Government of 
the United States down, has the experience 
of seeing its issues quoted above the issue 
price while the offering is still open, and 
certainly before the date for payment by 
subscribers is reached. It is not the practice 
of responsible bankers and dealers in pric- 
ing a new equity issue to charge all the 
trafic will bear—it would be inexcusable 
to do so in an inflation market such as 
prevailed in 1929—but rather to name a 
fair price (based on actual and expected 
earnings, not speculative market quotations), 
and stick to that price with all those 
invited to subscribe to the original issue, 
whether public or private. 

It is true that the failure of the then 
Federal Reserve Board to take the necessary 
measures to control the inflation in time 
encouraged the speculative frenzy, which 
carried the market quotations out of 
bounds—so that they were too high in 
1929 and too low later. Only ignorance 
of good business practice could explain 
the suggestion that, in naming what we 
thought a fair issue price, and sticking to 
it in spite of a frenzied “when issued” 
quotation, we were doing anything but 
adhering to the only possible rule of fair 
business dealing. 


CUSTOMERS LISTS 


Our lists of private subscribers were 
naturally composed of men of affairs and 
position, but they were selected because of 
established business and personal relations, 
and not because of any actual or potential 
political relations. We have never had oc- 
casion to ask for favors from legislators or 
persons in public office, nor have we ever 
done so. We conduct our business through 


no means or measures of “influence” or 
favor. We rely upon such confidence as 
our clients and the business community 
generally may repose in us. 

The same is true of our loans to personal 
clients. It has never before been considered 
wrong to borrow money or to lend it. Our 
loans were to men of high standing against 
ample security. The unprecedented de- 
preciation in securities which has_ since 
occurred has caused certain of the borrowers 
heavy losses, against which we have created 
ample reserves. 

It seems extraordinary that, after seventy 
years devoted to building up a good-will 
which has made it true that our clients 
are men of affairs and of leadership, we 
should be taken to task for perfectly sound, 
honorable and straightforward business trans- 
actions with them, simply because chance 
has brought some of them into high office 
and mischance has impaired the fortunes 
of others. 

It has never during the firm’s existence 
been thought discreditable to be a cus’ 
tomer of J. P. Morgan & Co., whether as 
a depositor, borrower or subscriber. We 
protested vigorously against the breach of 
what we have always assumed to be the 
confidential relationship of the banker and 
his customer. The result of this action 
has been an unwarranted criticism upon our 
customers. This unjust criticism we feel 


deeply 
THE FIRM’S BANKING BUSINESS 


Our banking business is our _ principal 
business. As bankers our first duty is to 
protect our depositors, and we do so by 
keeping ample reserves in cash and in 
United States Government securities. _ We 
do not mingle investment business and our 
banking business, but keep our deposits 
separate and fully protected by strictly 
banking assets. 

We always : have disapproved of . the 
practice of making call loans “for. others” 
and with the exception of a few. isolated 
cases have not practiced. it. 

We have not approved the practice of in- 
discriminate competition for deposits. In 
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1918 the New York Clearing-House banks 
and ourselves took the lead in suggesting 
that deposit rates be adjusted in a definite 
relation to the Federal Reserve Bank rate. 
This agreement among the clearing-house 
banks put an end to the wasteful and dan- 
gerous practice of buying deposits in com- 
petition with one another, and no doubt 
contributed to the liquidity and soundness 
of the general banking situation in New 
York City in these trying times. 


STATEMENTS OF CONDITION 


We have been in the habit of furnishing 
a statement to the Federal Reserve Bank of 
New York since soon after the Federal Re- 


Municipal Bonds 


EALING with “The Municipal 

Bond As an Investment,” Frank 

E. Gibson, assistant treasurer of 
the Cleveland Trust Company, says in 
The Cleveland Trust Magazine: 


The obligations of our Federal Govern 
ment at present amount to something in 
excess of $20,000,000,000. The total of 
municipal, school and county obligations is 
estimated at about $16,000,000,000 more. 
However, the total debt of the Federal Gov- 
ernment is still about $5,000,000,000 under 
its peak of 1919. The last fourteen years, 
which have seen a substantial reduction in 
the outstanding obligations of the United 
States, have also seen a more than corre- 
sponding increase in the debts of the states 
and their subdivisions. 

This borrowing of the smaller govern’ 
mental units has practically all been incurred 
for the purpose of public improvements 
which have resulted in tangible assets in the 
form of public buildings, highways, bridges, 


srve System was organized, and are ready 
to be examined by the Federal Reserve Bank 
at any time and as often as may be de- 
sired. We do not approve private bankers 
publishing their statements, because such 
publication tends to advertisement and 
solicitation of deposits from the general 
public. But the question does not greatly 
interest us one way or another. Our busi- 
ness comes to us because our depositors, 
relying upon a banking experience covering 
more than three generations, put more 
faith in our banking reputation, our re- 
sources and our methods of doing business 
than they put in the work of bank exam- 
iners or even in the not always illuminating 
published statements of institutions. 


Installment Notes 


harbors, water works and other projects. 
Construction of these has employed armies 
of men and used millions of tons of mate- 
rial and contributed greatly to our pros- 
perity in the past. 

Are these improvements less useful to the 
people in a period of depression? Some of 
these expenditures may have been too lavish, 
or illtimed, but in the main they serve a 
useful purpose and remain permanent assets 
to the community which built them. 

In most states such improvements are 
financed by the sale of bonds. That is, the 
communities proceed with the construction 
but, instead of paying at once for the mate- 
rials and labor needed, they spread out the 
payments over a period of years so that the 
cost will not create too much of an immedi- 
ate burden upen the community. This is 
merely installment buying by the commu- 
nity, and, as in the case of similar purchasing 
by an individual, the cost is increased by 
the amount of interest to be paid for the 
financing. Municipal bonds are, therefore, 
the installment notes of the community. 


Obstacles to New Financing 


OMMENTING on the small 

amount of new financing, the 

New York Journal of Commerce 
says: 


New financing, apart from the expected 
periodic operations of the Federal Govern- 
ment, has been conspicuous by its absence 
so far this year. For the first five months, 
an aggregate of $205,907,804 in new offer- 
ings made their appearance, according to the 
regular monthly Journal of Commerce com- 
pilation. More than half of this total con- 
sisted of municipal financing. Even as 


compared with the meager volume of new 
issues for the same period of 1932, this 
total represented a decline of approximately 
65 per cent. 

Several factors help account for this ab- 
sence of long-term financing in our capital 
market. The great institutional investors 
that constitute the chief buyers of new secu- 
rities are not now generally in position to 
absorb long-term offerings on the scale wit- 
nessed in the past. Their recent experiences, 
culminating in the banking crisis of March 
of this year, have generated a widespread 
desire for maximum liquidity. Insurance com- 
panies, savings banks and commercial banks 





INVESTMENT AND FINANCE 63 


are all seeking short-term commitments. A 
second factor affecting both institutional 
and individual investors is the abandonment 
of the gold standard and the effort of the 
Administration to manage the commodity 
price level upward. This move creates 
doubt concerning the long-term trend of 
interest rates, and the consequent future 
price performance of obligations having dis- 
tant maturities. Finally, the known fact 
that the Federal Government will enter the 
capital market for indeterminate but quite 
large amounts of new money for some time 
to come tends to cause hesitation on the 
part of investors, who must constantly face 
the question of whether the financial markets 
of the country can furnish the capital desired 
by the Government without adverse effects 
cn the status of securities already issued. 


A new factor that has entered the situa- 
tion is the enactment of the Federal Securi- 
ties Act, which is a major source of anxiety 
to both investment bankers and corporate 
directors. Until the Federal Trade Com- 
mission promulgates and issues its regula- 
tions interpreting the new law and setting 
up a course of procedure under it, the 
tendency to avoid making commitments for 
new issues in the non-exempt classes of 
securities will persist. The bill will in any 
case have a hampering effect on new financ- 
ing in the more speculative categories if it 
is at all strictly applied. Enactment of the 
pending Glass Bill may also drive out of 
the new issue business a number of impor- 
tant private banking houses, that would take 
this step in order to be able to retain their 
deposit and banking business under the law. 


The Securities Act of 1933 


NDER this title Congress has 
| | passed, and the President has 

approved, a comprehensive law 
regulating the buying and selling of 
securities. The law contains stringent 
regulations regarding registration and 
other operations of security dealers, and 
provides severe penalties for use of the 
mails in violation of the terms of the 
act. 

All security dealers, for their own 
protection, will need to have at hand 
a copy of the law, whose provisions are 
too numerous and involved to make a 
satisfactory analysis of them possible. 

The object of the measure—the safe- 
guarding of the sale of securities—is 


entirely laudable. Whether the regu- 
lations go beyond the necessities of the 
case will be a matter of opinion. 

It is to be noted that the new law 
does not supersede the “blue-sky” laws 
of the states. Nor does it go to what 
is perhaps the root of the problem— 
the authority of the states to issue cor- 
poration charters and the right of such 
corporations to emit securities. 

An important provision of the new 
law authorizes the organization of a 
Corporation of Foreign Security Hold- 
ers, “for the purpose of protecting, con- 
serving and advancing the interests of 
the holders of foreign securities in de- 
fault.” 


The Arkansas Bond Case 


COMMITTEE of holders, inter- 
ested in an issue of Arkansas 
highway and bridge bonds aggre 

gating $91,000,000, has issued a protest 
against the action of the state in re- 
ducing the interest rate on the bonds 
-and in setting aside certain provisions 
of law allocating gasoline and motor 
revenues to the service of the bonds. It 


is claimed that this legislation is in vio- 
lation of the rights of the holders of 
the securities. Special objection is made 
to the compulsory feature of the con- 
version, it being stated that if the hold- 
ers of bonds refuse to exchange securi- 
ties averaging a 43/, per cent. rate for 
the new bonds bearing 3 per cent., they 
will get no interest. 





CONDENSED STATEMENT OF CONDITION 


June 30, 1933 


Che 


Cleveland 


Crust Company 


Located at Euclid Avenue and East 9th Street and in 59 
Community Centers throughout Greater Cleveland and nearby. 


ASSETS 
Cash on Hand and in Banks 
United States Government Bonds and Certificates 
State and Municipal Bonds and Other Bonds and 
Investments, including Stock in Federal Reserve 
Bank 
Loans, Discounts and Advances ; 
Banking Houses and Lots and Other Real. Estate 
Interest and Earnings Accrued and Other Resources 
Customers’ Liability on Letters of Credit and 
Acceptances Executed by this Bank 


GE Coes oo oe ee es 


LIABILITIES 
Capital Stock - 
Surplus and Undivided ' Profits 
Reserve for Taxes, Interest, etc. 
Rediscounts and Bills Payable 


DEPOSITS 


Demand 

Time ; 

Cash Balances of Estates ‘and 
Corporate Trust Departments 
(Preferred) ; 


$ 90,692,956.39 
138,046,730.08 


7,611,945.75 


Other Liabilities 
Letters of Credit and Acceptances ‘Executed for 
Customers Sy eo a 


Member 


Federal Reserve System 


Growth of Deposits 


March 31, 
June 30, 


1933 . 
1933 


$ 32,853,787.87 
15,852,054.12 


22,440,372.93 
176,005,454.40 
10,703,059.71 
3,862,725.00 


448,395.77 
$262,165,849.80 
$ 13,800,000.00 
9,716,961.76 


997,614.69 
NONE 


236,351,632.22 
851,245.36 


448,395.77 
$262,165,849.80 


Member Cleveland 


Clearing House Association 


$225,644,791.08 
$236,351,632.22 





BANKING and COMMERCIAL LAW 


A MONTHLY REVIEW OF iMPORTANT DECISIONS OF INTEREST 
TO BANK EXECUTIVES 


BANK CANNOT RETAIN EM- 
PLOYE’S NOTARIAL FEES 


Kip v. Peoples Bank @& Trust Co., 
Court of Errors and Appeals of 
New Jersey, 164 Atl. Rep. 253 


CONTRACT by a notary to pro- 
A«= paper and to perform other 
notarial services for a monthly 
salary less than the amount of the fees 
received is contrary to public policy 
and void. Notwithstanding the making 
of such a contract, the notary may com- 
pel the bank to pay him the amount of 
fees received and retained by it in ex- 
cess of the monthly salary. 

This point has been decided in sev- 
eral cases previously recorded. The 
basis of these decisions is that a notary 
is a public officer and that the fees of 
such an officer cannot be legally as- 
signed. 

It was also held here that the statute 
of limitations is applicable to a case of 
this kind. The statutory period in New 
Jersey is six years, and it was held that 
the notary could recover only those fees 
which had been received by the bank 
during the six-year period preceding 
the beginning of the suit. 

The facts show that the plaintiff, Kip, 
a notary public, was employed by the 
defendant bank over a period of about 
twenty-two years to render notarial 
services in connection with the protest 
of checks, notes and negotiable instru- 
ments in the course of the defendant’s 
banking business. By agreement be- 
tween the parties, the plaintiff was paid 
a salary of $75 a month, and the de- 
fendant received and retained the no- 

tarial fees. During the entire period 
the plaintiff accepted the monthly com- 
pensation in full’ payment for his serv- 
ices, and made no claim or demand 
for the whole or any part of the no- 
tarial fees until he had quit the em- 
ployment. Thereafter he brought this 
action. 


The amount recovered by the plain- 
tiff notary was $22,093.50. 


OPINION OF THE COURT (IN PART) 


The contention of the defendant is 
fivefold: First, that a domestic notary 
public is not a public officer; second, 
that the plaintiff's services were not 
official acts; third, assuming that a no- 
tary is a public officer, he is not such 
an officer as to come within the rule 
prohibiting public officers from assign- 
ing their fees or emoluments or accept- 
ing less than permitted by statute; 
fourth, assuming that the contract was 
void when made, on the ground of pub- 
lic policy, that that conclusion does not 
affect the case at bar because here the 
plaintiff, by his conduct, after earning 
the fees waived the same and made a 
gift thereof to the defendant, and is 
thus estopped from claiming same; fifth, 
the notary’s fees allowed by our statute 
are permissive and not mandatory, and 
may be waived in whole or in part. 

Defendant's first point on appeal is 
negatived by Geddis v. Westside Na- 
tional Bank, 106 N. J. Law, 238, 148 
A. 917, wherein this court adopted the 
opinion below by Circuit Court Judge 
Newman in 145 A. 731, 7 N. J. Misc. 
245. Defendant argues that this pas- 
sage in the Geddis opinion, “both coun- 
sel agree that a notary public is a pub- 
lic officer,” indicates that the court 
assumed, but did not decide, the legal 
proposition involved in the statement. 
We think otherwise. The finding that 
a notary public was a public officer was 
an essential step in the conclusion 
reached; and we understand the quoted 
sentence to be a pronouncement of the 
law, with the added observation that 
counsel on both sides agreed therewith. 
That such is the law is well established. 
The office of notary public is of ancient 
origin and for many centuries has been 
known to most, if not all, Christian 
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nations. In re Opinion of Justices, 150 
Mass. 586, 23 N. E. 850, 6 L. R. A. 
842. While some of the functions of 
a notary public vary with the jurisdic- 
tion, others are very generally attached 
to the office. Perhaps no description 
will, in each detail, fit everywhere, but 
46 C. J., p. 501, gives this: “A notary 
or notary public is a public officer 
whose function it is to attest and cer- 
tify, by. his hand and official seal, cer- 
tain classes of documents, in order to 
give them credit and authenticity in 
foreign jurisdictions; to take acknowl- 
edgments of deeds and other convey- 
ances, and certify the same; and to per- 
form certain official acts, chiefly in com- 
mercial matters, such as the protesting 
of notes and bills, the noting of foreign 
drafts, and marine protests in cases of 
loss or damage.” 

A notary public has not only the 
powers and duties that come to him 
from the laws of the jurisdiction of his 
appointment, but also those that because 


of such appointment come from foreign 


states and nations. Illustrative of the 
recognition and credit given outside the 
jurisdiction to the official acts of that 
officer is our own statute, an act rela- 
tive to oaths and affidavits, 3 Comp. St. 
1910, p. 3774, plac. 34: “. Any 
oath, affirmation or afhdavit required or 
authorized to be taken in any suit or 
legal proceeding in this state, or for any 
lawful purpose whatever (except official 
oaths and depositions required to be 
taken upon notice) when taken out of 
this state, may be taken before any 
notary public of the state, territory, na- 
tion, kingdom or country in which the 
same shall be taken and a 
recital that he is such notary or officer 
in the jurat or certificate of such oath, 
affirmation or affidavit, and his official 
designation annexed to his signature, 
and attested under his official seal, shall 
be sufficient proof that the person be- 
fore whom the same is taken is such 
notary or officer. . . Phat. the 
office is a public office has been judi- 
cially held in numerous instances, of 
which the following are some: In re 


Opinion of Justices, supra; Britton v. 
Niccolls, 104 U. S. 757, 26 L. Ed. 917: 
Pitsch v. Continental and Commercial 
National Bank, 3095 Ill. 265, 137 N. E. 
198, 25 A. L. R. 164; Teutonia Loan 
& Building Co. v. Turrell, 19 Ind. 
App. 469, 49 N. E. 852, 65 Am. St. 
Rep. 419; In re Opinion of Justices, 
73 We EL 624, 62 A. 989, 5 ERA: 
(N. S.) 415, 6 Ann. Cas. 283; People 
v. Wadhams, 176 N. Y. 9, 68 N. E. 
65; State ex rel. Attorney-General v. 
Knight, 169 N. C. 333, 85 S. E. 418, 
L. R. A. 1915F, 898, Ann. Cas. 1917D, 
517. In several of the foregoing cita- 
tions the history of the office and the 
reasoning by which the conclusion is 
reached are ably given and need not be 
repeated. So long ago as 1871, Chan- 
cellor Zabriskie, delivering an opinion 
of this court, said, in a sentence which 
stated an argument of counsel and at 
the same time assumed the correctness 
of the proposition we have been dis- 
cussing: “It is also urged that this is 
the neglect of the notary—a public 
officer whom the bank was obliged to 
employ to protest the note.” Titus & 
Scudder v. Mechanics’ National Bank, 
35 N. J. Law, 588. The authorities 
amply sustain the proposition that a 
notary public is a public officer. 

Under point two the defendant tries 
to do what it did not do below, namely, 
draw a distinction between such of the 
plaintiff's services as were exclusively 
official and such as may not have been 
so, arguing that the complaint seeks 
compensation for services in connection 
with notices of protest, but not for 
doing the actual protesting, and that 
therefore the action is for services that 
another than a public officer could per- 
form. Appellant is late with this sug- 
gestion, even if it were well made, 
which we think, in view of the entire 
record, it is not. The wording of the 
complaint is sufficiently comprehensive 
to embrace the service of making pro- 
test. The accuracy of plaintiff's sched- 
ules of items was not questioned. - The 
plaintiff's notarial records were at hand 
available for proof if the dispute had 
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been made. Not only was there no 
dispute, but plaintiff and defendant 
agreed that the amount for which judg- 
ment was entered was the correct 
amount if plaintiff was entitled to re- 
cover; and the judge in the presence of 
the attorney of the plaintiff and of the 
attorney of the defendant, sitting by 
consent without a jury, received the 
testimony and certified, in the award, 
to “notarial services” by the plaintiff 
in other respects, and also “in making 
and registering protest.” The defend- 
ant’s ground of appeal, while it nomi- 
nally specifies error in the entry of final 
judgment, goes, in effect, only to the 
alieged error in striking the answer. 
Neither the answer nor the affidavit 
raises the question now presented. For 
these several reasons point two fails 
of its purpose. 

Without pausing to determine how 
far the third point applies to the facts 
of the case, it is enough to say that the 
point, as made, is contrary to the hold- 
ing in Geddis v. Westside National 
Bank, supra. 

As to the fourth point, the defenses 
of waiver and gift are not set up in 
the pleadings or the proofs. There is 
no suggestion in the record that the 
plaintiff, after earning his fees, either 
waived them or gave them to the de- 
fendant, or that the defendant based a 
defense on either of these propositions. 
Th point does not arise from the final 
judgment. It goes back to the court's 
ruling in striking so much of the answer 
as related to the six-year period. That 
ruling was made and excepted to at the 
beginning of the very abbreviated hear- 
ing; but the questions now submitted 
were not presented or argued. A ques 
tion not presented and argued in the 
court below will be held to have been 
‘waived and abandoned, and will not 
be considered in an appellate tribunal. 
Shaw v. Bender, 90 N. J. Law, 147, 10 
A. 196; State v. Heyer, 89 N. J. Law, 
187, 98 A. 413, Ann. Cas. 1918D, 284. 

The answer does set up as defenses 
that the plaintiff made a contract to 
serve for a fixed compensation; that he 


accepted such compensation in full sat- 
isfaction; and that he is estopped by 
reason thereof. The outstanding fault 
in the relations between the plaintiff 
and the defendant was the barter and 
sale of the functions of a public officer. 
The defendant was not and could not 
become a notary public. Yet it entered 
upon a system by which, paying only 
a comparatively nominal sum to the 
notary, it nevertheless charged against 
and collected from its customers his 
fully statutory fees, as such, and appro- 
priated the same to its own uses; mak- 
ing a large profit thereon. We think 
that a contract between a notary public 
and a bank that anticipates and author- 
izes such a procedure is to that extent 
contrary to public policy, and void. 
And because the undertaking was con- 
trary to public policy, subsequent con- 
duct of the plaintiff that went no 
further than the naked carrying out of 
the bargain, even accepting the agreed 
compensation, did not accomplish full 
satisfaction or create an estoppel. We 
express no opinion on the power of the 
officer to waive or remit a fee if and 
after it shall have been earned. That 
question is not before us. 

Point five presents a legal concept 
that is not pertinent to the case for the 
reason, stated above, that the suggestion 
of a waiver is now advanced for the 
first time, and so many not avail to ac- 
complish a reversal. 


CHATTEL MORTGAGE VOID 
BECAUSE OF DEFECTIVE 
AFFIDAVIT 


Wisner Mfg. Co. v. Second Nat. Bank 
& Trust Co. of Red Bank, Court 
of Chancery of New Jersey, 

162 Atl. Rep. 917 


Under the New Jersey statute (1 
Comp. Stat. 1910, p. 463, § 4) requir- 
ing every chattel mortgage to have at- 
tached to it an affidavit stating the true 
consideration, a chattel mortgage to 
which is attached an affidavit, stating 
that the consideration is a note described 
in the mortgage, but not stating the 
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consideration given for the note, is void. 

One of the defendants in this case, 
Wadley, gave a chattel mortgage for 
$20,000 on cattle and farm equipment 
to the other defendant, the Second Na- 
tional Bank. The afhdavit attached to 
the mortgage recited that the considera- 
tion was the acceptance of a promissory 
note for $18,500 in renewal of other 
notes, and $2476.24 in cash. The plain- 
tiff, who had recovered a judgment 
against the defendant for $10,217.28 in 
another action, brought this action to 
have the chattel mortgage set aside. It 
was held that the affidavit, having failed 
to set forth the real consideration, 
whether money advanced, goods or 
something else, was void. It was held 
that the mortgage could not be upheld 
as to the amount advanced in cash be- 
cause, under the statute, a chattel mort- 
gage is void as against creditors unless 
the affidavit sets forth the full, not par- 
tial, consideration. 

Suit by the Wisner Mfg. Co. against 
the Second National Bank & Trust Co. 
of Red Bank. Decree in accordance 
with opinion. 


OPINION OF THE COURT 
BACKES, V. C.—The bill is to set 


aside a chattel mortgage on the ground 
that the affidavit annexed is defective. 

The defendant, Wadley, gave to the 
defendant, Second National Bank & 
Trust Co. of Red Bank, N. J., a mort- 
gage on a herd of cattle and other chat- 
tels on his farm in Monmouth County, 
to secure $20,000. The mortgage bears 
date January 7, 1932, and was recorded 
the next day. 

The complainant recovered a judg- 
ment in the Supreme Court against 
Wadley on May 16, 1932, for $10,- 
217.28, and levied upon the mortgaged 
chattels. The execution of the judg- 
ment was stayed by the Supreme Court 
pending the decision of a motion to 
open the judgment to let in a defense. 
The mortgagee was about to sell under 
its mortgage when a restraint was issued 
on this bill: The final hearing is on 


bill and answer, all the material*allega- 
tions being admitted. 
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The single question submitted is: 
Does the afhdavit annexed to the chattel 
mortgage state the consideration of the 
mortgage as required by the fourth sec- 
tion of the Chattel Mortgage Act (1 
Comp. St. 1910, p. 463)? 

The president of the bank deposed 

that the true consideration of 
said mortgage is as follows, namely: the 
acceptance of a promissory note in the 
sum of $18,500 dated January 6, 1932, 
a true copy of which is set forth in the 
foregoing chattel mortgage which said 
note is given and accepted as a renewal 
note to the extent of $14,150 of other 
notes of the said chattel mortgagor held 
by the said chattel mortgagee at the 
time of giving this chattel mortgage, and 
to the extent of $1873.76 representing 
notes discounted by said chattel mort- 
gagee for said chattel mortgagor and 
endorsed by the latter, and the addi- 
tional $2476.24 represented by actual 
cash advanced said chattel mortgagor by 
said chattel mortgagee at the time of 
the execution of this chattel mortgage; 
the additional sum of $1500, namely, 
the difference between $18,500 and 
$20,000, the amount of said chattel 
mortgage, to be advanced said chattel 
mortgagor during the term of this chat- 
tel mortgage if he shall require said 
moneys and said chattel mortgagee shall 
elect to advance it; ” that the 
amount due is $18,500; and that there 
may grow due $1500. 

The note is copied in the mortgages, 
and the condition is that, upon the pay- 
ment of the note and the $1500, if later 
lent, the mortgage is to be void. There 
is nothing in the body of the mortgage 
shedding light on the consideration. 

The affidavit is defective in respect of 
the averment that the consideration is 
the acceptance of the $18,500 note as a 
renewal note to the extent of $14,150 of 
other notes of the mortgagor held by the 
bank. It merely shows a state of facts, 
not a consideration. It discloses that 
the bank held the mortgagor’s evidence 
of indebtedness, the notes, for which the 
renewal was given, in part, but it fails 
to state how the indebtedness arose, 
what the consideration was upon which 
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the notes were given, a loan of money, 
the value of work done, the price of 
things sold, or the like. Graham Button 
Co. v. Spielmann, 50 N. J. Eq. 120, 24 
A. 571, affirmed 50 N. J. Eg. 796, 27 
A. 1033. In that case Vice Chancellor 
Van Fleet held, as he had held in the 
earlier case of Ehler v. Turner, 35 N. J. 
Eq. 68, that a compliance with the 
statute requires that the affidavit dis- 
close how the relation of debtor and 
creditor was created. Dunham _v. 
Cramer, 63 N. J. Eg. 151, 51 A. 1011; 
Lion Shoe Co. v. Price, 108 N. J. Eq. 
553, 155 A. 775. So closely has this 
doctrine been adhered to that our Court 
of Appeals in Collerd v. Tully, 78 N. J. 
Eq. 557, 80 A. 491, Ann. Cas. 1912C, 
78, expressed the view that an afhdavit 
that the consideration was the balance 
due on a judgment, the highest form of 
evidence of indebtedness, was deficient 
because it failed to show the origin of 
the debt upon which the judgment was 
recovered. Counsel for the bank argues, 
in effect, that as the mortgagee is a na- 
tional bank and its business that of 
lending money on, or discounting notes, 
it is to be spelled out that the notes 
were for money lent. It is not an ex- 
clusive inference. National banks, 
sometimes, in self-protection, buy in 
their debtors’ collaterals and later sell 
them; they also buy and sell securities. 
. But if it were, the statute does not allow 
us to infer that the consideration of a 
chattel mortgage to a bank was for 
money loaned, any more than one to a 
shoemaker was for shoes, but exacts 
from all holders of such instruments, 


New York City 


alike, that they state under oath how 
the obligation intended to be secured 
came into existence. Nothing short of 
that will do. The requirement is im- 
perative, and the reason for it has been 
so often told that it will not be repeated. 

The pressing question is not was the 
mortgage honestly given to secure an 
honest debt; it is not one of untruthful 
afhdavit of consideration as in Miller v. 
Gourley, 65 N. J. Eg. 237, 55 A. 1083, 
and Hunt v. Ludwig, 93 N. J. Eg. 314, 
116 A. 699, affirmed 94 N. J. Eq. 158, 
118 A. 839, nor that the underlying 
notes are not sufficiently described, as in 
Dunham v. Cramer, supra; it is not that 
the consideration is not stated with the 
legal preciseness thought necessary be- 
fore the more liberal interpretation of 
the statute in American Soda Fountain 
Co. v. Stolzenbach, 75 N. J. Law, 721, 
68 A. 1078, 16 L. R. A. (N. S.) 703, 
127 Am. St. Rep. 822, but whether the 
consideration is substantially stated in 
the annexed affidavit, and we hold, upon 
the authorities cited, that it is not. 
While the courts no longer insist upon 
a technical statement of the considera- 
tion, substantial compliance with the 
statute has not been dispensed with. 

The mortgage cannot be upheld as to 
so much of the consideration which is 
sufficiently stated to be $2476.24 actual 
cash advanced... . 

A decree setting aside the mortgage as 
against the complainant will await the 
outcome of the action at law. In the 
meantime the restraint upon the bank 
from selling, as modified, will continue. 
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HETHER or not we have actually turned that long awaited ‘‘corner’’ 
it seems to be generally agreed that things are on the mend. Indus- 
trial production is increasing; more and more men are going back to work. 


How generously your bank will share in these better times depends upon 
how effectively you adapt your advertising and selling plans to new conditions. 


Now is a good time to consider the possibilities of your trust department 
as a source of profit to your bank and its stockholders. And here is a book 
which is the last word on trust development—tells you how to gauge the 
potential market for trust service in your community; tells how much it is 
worth while to spend getting it; and then goes thoroughly into the technique 
of advertising, merchandising and selling trust service. 
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THIS is the only book ever published which 


takes up the whole sales problem of the trust 



















\ —— department and discusses every phase and facet 
New Business for of this highly professional function. It attacks 
the Trust Department the questions in their large sense as well as 
a minutely and individually. It takes its theme 
\ Rabon ation from conditions as they are today, and is thor- 
\ ee a. oughly up to the minute. 
\ eo f 2 Advertising 
samme enaestinncmamantns, Many Illustrations 


\y: “Aieeadore Toth Weldon 
L _ The book contains dozens of graphs, charts, 
illustrations, tables, advertisements, mailing 
pieces, record forms; and teems from beginning 
to end with examples of successful practices and 
plans. It should be read repeatedly, referred to,. 
and become a text book for all trust officers and 
their assistants when considering the growth of 
their departments. It is invaluable to the 
seasoned solicitor, and a veritable gold mine of 
information to new salesmen. Advertising men 
will find it an inspiration in preparing copy. 
Directors and heads of banks will gain from it: 
an authentic picture of the value of trust activity, 
and a gauge with which to measure the efficiency 
and soundness of the department's advertising 
and selling technique. 
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“| have always thought 
that Ted Weldon certainly 
knew his stuff, and his 
book proves it. | am espe- 
cially intrigued by chapter 
two. This is the type of 
analysis | have never seen 
before.” 


—DON KNOWLTON 



















Enthusiastic Reception for 
the only complete treatise on— 


New Business for 
the Trust Department 


By THEODORE TEFFT WELDON 


“TJ have awaited with a great deal of interest the 
publication of Mr. Weldon’s book, ‘New Business 
for the Trust Department.’ The book came to my Ww. E. BROCKMAN 
desk this morning and, after spending a large portion Assistant Secretary 
of the day in going through it, I am more than Northwest Bancorporation 
pleased with its contents.” Minneapolis 


“Mr. Weldon’s style is excellent, his exposition clear, 

and while one may not agree entirely with him he 

stimulates constructive thought in every chapter. It 

is a book that an executive can incorporate into his 

W. H. BROWN own thought and develop the ideas more thoroughly 
Assistant Vice-President in the weekly meetings of the trust representatives. 
Old Colony Trust Company It is not often that one has an opportunity to recom- 

Boston mend a book of this type so highly.” 


“I certainly share your enthusiasm for Ted Weldon’s 
new book, ‘New Business for the Trust Department.’ 
It is seldom that one finds in one individual the 
various qualities that are combined to create this 
book. The sales, the advertising and the trust view- 
point are admirably combined in it in a very forceful 
and happy style. It is seldom that a trust man is TOWNER PHELAN 

also an advertising man and a salesman. Ted Weldon St. Louis Union Trust Company 
is all of these and the fact reflects in his book.” St. Louis 
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UT you don’t have to take the word of the publisher nor the recom- 
mendations of these men as to the value and usefulness of this new book: 
All you have to do is fill out and mail the approval order blank below and the 
book will come to your desk for ten days’ free examination. If it doesn’t 
come up to your expectations, you have only to return it and the transaction. 
is closed. 


APPROVAL ORDER 


BANKERS PUBLISHING COMPANY 
465 Main Street, Cambridge, Mass. 


Please send me for examination a copy of “New Business for the Trust Depart- 
-ment” by T. T. Weldon. After ten days I will either return the book or send you 
my check for $5. 
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FINANCIAL SITUATION ABROAD 






A MONTHLY SURVEY OF CURRENT FINANCIAL, ECONOMIC AND 


VERSHADOWING all other 
() recent events abroad was the 

assembling at London on June 
12 of the World Monetary and Eco- 
nomic Conference. 

The importance of this assemblage 
is attested by the participation of lead- 
ing statemen from sixty-six countries, 
by the wide scope of the problems to 
be considered and perhaps more than 
all by the grave situation in which 
the world finds itself and the belief 
that failure to provide a means of 
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POLITICAL EVENTS IN OTHER LANDS 


The World Monetary and Economic 
Conference 


By EtmMer H. YOUNGMAN 


extrication may have results of the most 
serious character. 

Conceding the gravity of the situa- 
tion, and warmly seconding the hope 
that the London Conference may point 
the way to recovery, it does not neces- 
sarily follow that one must believe that 
the future of the world is entirely 
dependent upon what is accomplished 
at South Kensington. The disposition 
of men to magnify their office applies 
collectively as well as individually, and 
the imposing character of the London 
Conference lends a fateful air to its 
deliberations. 


Indulging as one should the most 
fervent hopes for a large degree 
of success for this historic meeting, 


these hopes, if disappointed altogether 
or only partially fulfilled, need not be 
succeeded by despair. Something good 
will have been accomplished. If noth- 
ing more, the fact that sixty-six coun- 
tries have met in solemn conference 
to discuss problems of vital concern to 
each must alone constitute an impres- 
sive record. 

It is earnestly hoped that much more 
than this will be the result—that prac- 
tical steps will be taken to set the 
nations of the world on the right 
road. As His Majesty King George 
said in welcoming the conference, “It 
cannot be beyond the power of man 
so to use the vast resources of the 
world as to insure the progress of 
civilization.” And Prime Méinister 
Ramsay MacDonald, in his speech as 
chairman of the conference—“We 
must not fail. The men must face 
their work in the spirit of conquerors. 
We give to the world as the note of 
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our first meeting that we are deter- 
mined to succeed.” 

To translate these high purposes into 
definite achievements will require great 
tact and patience and a disposition to 
make mutual concessions. 


PRELIMINARY CONDITIONS 


It must be admitted that many of 
the conditions preceding the assembling 
of the London Conference were not 
auspicious of success. For example, 
Great Britain had recently entered into 
tariff arrangements with the colonies 
and dominions and had begun tariff 
negotiations with other countries, thus 
hindering freedom of action on one 
of the subjects uppermost at the con- 
ference. In the United States Con- 
gress had neglected to authorize the 
President to handle the tariff and inter- 
national debts. The gold standard had 
been abandoned by that country, thus 
complicating the monetary problems 
that will occupy the attention of the 
conference. Germany had just an- 
nounced a moratorium on transfers on 
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account of her international obligations. 
France had acted to defend her trade 
against the effects of depreciated cur- 
rencies. 

These and other expedients repre- 
sented a more or less desperate and 
futile attempt of some countries to 
protect their own interest without much 
regard to those of other countries. 
They constituted a course of action 
the very reverse of the spirit of co 
operation which must have sway if 
the London Conference is not to be 
barren of results. 

Undoubtedly the atmosphere was not 
at all favorable at the time the confer- 
ence assembled. This fact was rec- 
ognized by Mr. MacDonald. “We 
have been advised from some quarters,” 
he said, “that we should postpone this 
meeting until circumstances more prom- 
ising for its success have arisen. What 
prospect is there that these circum- 
stances can arise if this situation is left 
to right itself or if all that can be 
done is that each nation independently 
should take measures to protect itself 
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On 


against catastrophe?” And he con- 
tinued in a strain that represents the 
basis upon which rests the faith of 
himself and others in international co- 
operation as the way to recovery. 


ISOLATION AND INTERNATIONAL ACTION 


Mr. MacDonald then further said: 
“Indeed, the cause of the later phases 
of deterioration is the fact that the 
nations, left to pursue a policy of 
national protection, have been driven 
to resort to measures which, while 


offering some temporary relief from 


the pressure which threatens them, add 
to the general stagnation of world 
trade and so intensify the influences 
which increase our trouble. 

“If the world is left to right itself 
without international effort and inter- 
national agreement, how long is the 
process of recovery to be? How dark 
are the depths of misery and unsettle- 
ment which have still to be gone 
through? 

““No one who has surveyed the facts 
and watched their progress can doubt 
for a moment that the experiences of 
the last few years have proved that a 
purely national economic policy in this 
modern world is one which, by im’ 
poverishing other nations, improver- 
ishes those who pursue it. No nation 
can permanently enrich itself at the 
expense of others. Mutual enrichment 
is a condition of individual enrichment. 

“Nationalism in the sphere of poli- 
tics may be essential to human freedom. 
Self-sufficient nationalism in economics 
is the death knell of advancing pros- 
perity. 
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“The nearer we can make the world 
an economic unit the better will it 
be for each nation. In any event inter- 
national co-operation is our best way 
to national recovery, and the nation 
which looks after itself in an interna- 
tional frame of mind will not only 
lead the world in enlightenment but 
in well-being. 

“We are here therefore to pursue 
the better course of international agree- 
ment.” 

Mr. MacDonald’s conception of the 
world as an “economic unit” is of 
ancient origin, the same view having 
been expressed by the Chinese Sage 
Confucius over two thousand years 
ago, but progress in the acceptance of 
this tenet has been slow. A respectable 
body of opinion is developing in the 
United States of America of a con 
trary nature, and this movement would 
be accelerated should the London Con- 
ference fail in its major objectives. 


MONETARY PROBLEMS 


Part of the work of the conference 
is to take measures for temporary cur- 
rency stabilization, and to reach an 
agreement as to future monetary stand- 
ards. The committee of experts, in 
making up the agenda for the confer’ 
ence, suggested an early return to the 
gold standard, or to the gold-exchange 
standard for countries not in a position 
to adopt a currency adequately sus 
tained by a gold metallic base. Silver's 
position is also to be considered. 

Linked up with the monetary prob- 
lem is the level of prices—the world 
level and that of the respective coun- 








worst world depression. 
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tries. Exchange restrictions, regarded 
as a great hindrance to international 
trade, will also engage the attention 
of the conference. 


THE PROBLEM OF WORLD DEBTS 
INTRUDES 


Although the problem of world debts 
was not included in the agenda pre- 
pared by the committee of experts, it 
was brought into the deliberations of 
the conference at the very first day’s 
session in the following remarks by 
Prime Minister MacDonald: 

“Behind the subjects I have just men- 
tioned is another in the front rank of 
importance. It cannot be dealt with 
here because obviously this conference 
is not constituted in such a way as 
to enable it to consider and settle the 
matter. 

“I refer to the question of the war 
debts, which must be dealt with before 
every obstacle to general recovery has 
been removed, and it must be taken up 
without delay by the nations concerned. 
Lausanne has to be completed and this 
vexed question settled once for all in 
the light of present world conditions. 

“This conference is a sequel to the 
work done at Lausanne last year when, 
by a conditional agreement on how to 
deal with war debts and reparations, 
Europe was saved from immediate 
financial collapse. It will be remem- 
bered that having finished its own imme- 
diate work at Lausanne the conference 
teported that for the clearance of the 
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JosEPH C. ROVENSKY 


The Golden Cross of the Order of the 
Phoenix, a decoration established by 
the Greek Republic in 1926, has been 
conferred upon Joseph C. Rovensky, 
vice-president of The Chase National 
Bank, for meritorious service to the 
Greek government. The gold medal- 
lion was conferred through His Ex- 
cellency Charalambos  Simopoulos, 
Minister of the Greek Republic in 
Washington. In August, 1932, Mr. 
Rovensky was decorated by order of 
the King of Italy with the title of 
Knight Commander of the Order of 
the Crown of Italy. 
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YEARS 


and more of experience and familiarity with local business conditions have placed our organization in an 
exceptionally favorable position to undertake commercial banking, fiduciary and trustee business of every 


description in a country which, 
tunities to the foreign importer, 


Nations should be invited to take that 
in hand without delay. Lausanne indi- 
cated the subjects which »ught to be 
dealt with and the general steps which 
should be taken to prepare for the con- 
ference.” 

Since both President Hoover and 
President Roosevelt had made Ameri- 
can participation in the conference con- 
ditional on exclusion of the war debts 
from consideration, the bringing into 
the conference of this subject by Mr. 
MacDonald naturally occasioned  sur- 
prise and considerable resentment on 
the part of the American delegation. 
Since Mr. MacDonald stated that the 
matter could not be dealt with by 
the conference, the propriety of in- 
truding into the discussions may well 
be questioned. It is not too much 
to say that the American delegation 
rightly considered that the terms under 
which they had assented to take part 
in the conference were not being 
strictly regarded. 

While the conference got off on the 
wrong foot, its subsequent ability to 
march a straight course may not be 
irreparably impaired by Mr. Mac- 
Donald’s faux pas. 


PROBABLE OUTCOME OF THE 
DELIBERATIONS 


It is regarded as likely that the ses- 
sions of the conference will continue 
into the early autumn. What their 
result will be cannot be foretold at 
this early stage of the proceedings. 
The large number of those taking part 
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in the meeting, their diverse interests 
and contrasting views, forbid hopes of 
complete and early agreement on vital 


matters. Such accord would approach 
the miraculous. 
In his address as chairman Prime 


Minister MacDonald said: 

“There is greater authority gathered 
in this hall today than has perhaps ever 
been brought under one roof in the 
world’s history.” 

From the deliberations of such an 
august assemblage the world has a right 
to expect great things. 


INTERNATIONAL BANKING 
NOTES 


HUNGARIAN GENERAL CREDITBANK. The 
balance sheet for 1932, approved by the 
sixty-fifth ordinary general meeting, closes, 
prior to the proposed writings-off, with a 
profit of 4871.246 pengo, inclusive of the 
amount carried forward from the previous 
year. Out of this amount exceptional writ- 
ings-off, aggregating 2481.499 pengo, were 
effected by the board in the course of as- 
sessing the several active items. After these 
writings-off 2389.747 pengo remained avail- 
able for the general meeting. This decided 
that 700.000 pengo should be turned to the 
strengthening of the open reserves and 1000.- 
000 pengo to the endowment of the em- 
ployees’ pension funds and that the remain- 
ing 689.747 pengo should be carried forward 
to the account of 1933. In accordance with 
this decision, no dividend will be allotted 
and, consequently, no bonuses paid for this 
year either. 


Banco pI RoMa. Net profits for 1932 were 
13,475,282 lire, compared with 13,488,160 
lire for 1931. Last year’s dividend rate of 
5 per cent. was maintained. 
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Current Conditions in Canada 


ITH complete returns now 
available,” states S. H. Logan, 
general manager of the Cana- 


dian Bank of Commerce, “it is clear 
that the incipient upturn in business 
activity which continued throughout 
May was of such an extent as to offset 
most, if not all, of the ground lost in 
the first quarter of the current year, 
when production, distribution and trade 
as a whole declined about 15 per cent. 
below the corresponding period of 
1932. It is noteworthy, also, that this 
upturn does not owe its origin entirely 
to seasonal influences or to the infla- 
tionary plans in the United States. 
Last year there was practically a pro- 
gressive slump in general business, end- 
ing in a sharp drop in April, which 
was followed by a marked rise in May. 
This year, however, a slight improve- 
ment was already noticeable in the 
latter part of March, when monetary 


conditions in the United States were 
uncertain and Mr. Roosevelt’s monetary 
program could, at best, have been only 
in the embryonic stage. The clearest 
single clue to this improvement is the 
rise in the general commodity price 
level which commenced in February. 

“That there has been an almost un- 
broken record of increasing activity 
this spring is shown not only in official 
production and trade returns, but also 
in private reports from various sources. 
Considerable interest was aroused by 
the publication of the official reports 
on steel and automobile production in 
April, from which it was seen that 
there were gains in both directions, 
particularly in respect of automobiles, 
the output of which was about 20 per 
cent. higher than in the corresponding 
month of 1932. But what these re- 
ports have not of course shown is, first, 
that there has been some further ex’ 
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pansion of the steel mills’ operations, 
and, secondly, that, according to one 
private report, the increase in automo- 
bile production, the benefits of which 
were felt by many allied industries (the 
activity of one of the largest has for 
the past three months been such as to 
demand a full working force), was 
soundly based in that it was in response 
to a greater public demand. So far, 
the improvement in demand and the 
consequent production of goods has 
centered, as is natural under such con- 
ditions as the present, upon those of a 
consumption class rather than those of 
a capital character, but we learn also 
of some increase in the enquiry for 
the latter, notably machinery, which, 
it is to be hoped, will be translated 
into orders. Wheat exports in May 
were considerably larger than in April, 
when they were of such comparative 
small volume as to account for most 
of the decline in the total export trade, 
which was the lowest for any month 
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of the current year. While the May 
overseas shipments of Canadian wheat 
were slightly less than a year ago, they 
represented about 50 per cent. of world 
exports, a proportion much larger than 
normal. Unsettled weather throughout 
May delayed spring planting over most 
of the country, rendering fully 15 per 
cent. of the new wheat crop in western 
Canada more than usually susceptible 
to frost damage, and causing some 
alteration in the program in the eastern 
provinces. The risks of this develop- 
ment are, however, completely over- 
shadowed by the benefits derived from 
the heavy rains, notably in the dry 
areas of Alberta and Saskatchewan. 
The livestock market was strong and 
active. Exports of cattle continue in 
good volume, and quotations for Cana- 
dian bacon advanced in British markets. 
Cold storage supplies of beef, pork and 
mutton on May 1 were lower than 
on the same date last year. The price 
of hides and calfskins made noticeable 
gains. Demand in the textile markets 
was active and prices strong. The non- 
ferrous base metals made steady price 
gains; the advance in tin was the most 
spectacular, reaching the highest point 
in three years, owing to increased con- 
sumption and the decision of the five 
major producing countries to continue 
curtailment for another year. Con- 
sumption of copper is rising, and de- 
mand on the continent of Europe was 
active and prices higher. Lead and 
zinc also shared in the general rise. 
Silver, on the other hand, reacted from 
the high level attained in April.” 


IMPROVED TONE IN GENERAL BUSINESS 


The Business Summary of the Bank 
of Montreal reports an improved turn 
to general business, and observes: 


Construction contract awards, which 
amounted to $8,600.000 in April, compare 
with $3,200,000 in March, a gain much in 
excess of normal seasonal expectation and 
one which has been reflected in improved 
local demands for building materials. Flour 
milling has reported a considerable resump- 
tion in operations. Nickel, zinc and asbes- 
tos, among minerals, have been moving in 
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larger quantities. Automobile manufactures 
rose slightly, and there has been some pick- 
up in orders for iron and steel. Whilst it 
is impossible to generalize finally, miscel- 
laneous manufactures have shown increasing 
volume of production, and the reports to 
hand are predominantly of resumption of 
staffs, new plants and other indices of re’ 
vival. 

Transportation activities point to business 
improvement. Car loadings have recently 
approached closer to the 1932 level than at 
any time before this year. For the first 
week in May the total was 37,409 cars— 
the largest for the year so far—and this 
has followed on increases during each of 
the preceding two weeks. For April the 
total was 161,531 cars, compared with 157,- 
416 for March, a gain in the seasonally ad- 
justed index number of from 61.8 to 69.2. 
Heavy grain loadings in the West were the 
main factor. Navigation, which opened 
early, has been considerably more active than 
in April a year ago; traffic through the 
Welland and St. Lawrence Canals has been 
particularly heavy. 

The normal decline in external trade of 
Canada occurred in April, aggregate value 
of which was $40,769,000 compared with 
$70,011,000 in March and $57,201,000 in 
April of last year. Domestic exports de- 
creased nearly $7,000,000 as compared with 
a year ago, wheat and flour accounting for 
about $2,400,000 of the loss, and wood and 
wood products, including newsprint, for 
$2,536,000. The excess of imports over 
all exports in April was $145,000, com 
pared with an excess of imports of $2,387,- 
000 in the corresponding month last year. 
The feature of foreign trade continues to 
be the growing sale of commodities to Great 
Britain. 

A provisional tariff agreement has been 
concluded between Canada and France for 
a period of one year, pending the outcome 
of the London Conference. In the main, 
its provisions do not widely depart from 
those of the treaty terminated on June 16, 
1932. Canada gets the benefit of the mini- 
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mum tariff of France in respect of 185 
items, and, in return, the intermediate tariff 
of Canada and a few preferential rates are 
extended to many French products. Some 
increase in trade between the two countries 
is anticipated. 

The March bank statement, despite the 
highly disturbing conditions which prevailed 
in the United States, shows no marked 
changes. A gain of $8,000,000 in demand 
deposits was counterbalanced by a decline 
of similar proportions in notice deposits. 
Current loans increased through seasonal 
conditions; loans to provincial and municipal 
authorities showed considerable gains. Cana- 
dian bank debits, which totaled $1,887,000,- 
000 in March, were $1,876,000,000 in 
April. In April, 1932, they were $2,073,- 
000,000. 


THE CROP OUTLOOK 


Under date of June 8 the Bank of 
Montreal publishes the following crop 
report: 


The lateness of the season has been 
largely offset throughout the Prairie Prov- 
inces by the warm weather and abundant 
rainfall of the past two weeks. This has 
promoted even’ germination and _ rapid 
growth. Seeding of all grains is nearing 
completion. A decrease of approximately 
7 per cent. in wheat acreage is indicated. 
In most of the other provinces favorable 
weather conditions have speeded field op- 
erations and given a good start to the earlier 
crops. In Quebec seeding and planting are 
well advanced and general conditions fav- 
orable. In Ontario growing conditions are 
excellent and the present crop outlook most 
promising. In the Maritime Provinces seed- 
ing is practically completed and in most 
districts grains have made a _ satisfactory 
start. In British Columbia cool weather 
has retarded growth and, with the exception 
of hay, crops are about two weeks later 
than usual. 
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HOME OWNERS’ LOAN 
ACT OF 1933 


Full Text of the Law with Index 
and Analysis in Question 
and Answer Form 


HIS booklet also contains the 

full text of the Federal Home 
Loan Bank Act of 1932, indexed 
and analyzed in question and an- 
swer form. 


It presents all of the existing 
Federal legislation on the subject 
of home loans, so arranged as to 
make it possible to locate quickly 
and interpret the various pro- 
visions of the law. 


The new law creates the Home 
Owners’ Loan Corporation with 
a capital of $200,000,000 and au- 
thorizes the issuance of $2,000,- 
000,000 of 4% bonds, maturing 
within eighteen years, which may 
be exchanged for home mortgages. 


It repeals the direct loan pro- 
vision of the Act of 1932, but 
contains new provisions authoriz- 
ing direct loans on unencumbered 
property, and in cases where the 
holder of the mortgage refuses to 
co-operate. 


Price $1.50 per copy 


FEDERAL BANKING 
ACT OF 1933 


Full Text of the Law Indexed 
and Explained 


HE booklet contains the full 

text of the most important 
banking legislation that has been 
passed since the enactment of the 
Federal Reserve Act, completely 
indexed and explained. 


Many sections of the new law 
merely amend existing sections of 
the Federal Reserve Act by add- 
ing, altering, or striking out para- 
graphs. These sections standing 
by themselves are meaningless. 
In each instance, explanatory 
notes are appended setting forth 
the effect of the law as amended. 


The new law grants wide powers 
to national banks; authorizes na- 
tional bank branch banking; pro- 
hibits loans to officers; authorizes 
removal of officers by the Federal 
Reserve Board ; prohibits the pay- 
ment of interest on demand de- 
posits; authorizes the Federal 
Reserve Board to regulate the 
rate on time deposits; removes 
the double liability penalty on 
national bank shares issued after 
the date of enactment; separates 
banks from their affiliates and 
makes many other far-reaching 
changes in the Federal Banking 
Law. 


Price $2.00 per copy 


The Banking Law Journal, 465 Main St., Cambridge, Mass. 





THE BANK AND ITS EQUIPMENT 


A MONTHLY DEPARTMENT DEVOTED TO BANK ARCHITECTURE 
AND MODERN BANK EQUIPMENT 


The Modernization of the Banking House 


By CHARLES A. HOLMES 
Formerly of Holmes and Winslow, New York 


GREAT amount of money is 
spent by banks on advertising 
the various facilities employed 

by their institution, but what greater 
degree of advertising is there than 
“sprucing up,” as it were, the banking 
house. 

In the old days back in 1928 and 
1929, when occasionally a new building 
was erected by a bank, our firm 
gathered information on new deposits 
and new customers for six months or 
a year immediately following the erec- 
tion of the new building, and invari- 
ably deposits were immeasurably in- 
creased—the bankers themselves did not 
know just how to account for it, or 
where the new deposits were coming 
from, but they came nevertheless. This 
followed in every instance. 

During these times, however, when 
a banker might be criticized for spend- 
ing money on a new building, there is 
no question but that his present bank- 
ing room and facilities should be 
brought up-to-date, if they are not so 
at present. This is not only a good 
banking principle, but sound common 
sense as well. 

There is no question but that the 
alert business man is appreciably in- 
fluenced by new and up-to-the-minute 
banking rooms, and that, rather than 
criticize the banker for modernizing 
his place of business, he will seek the 
“up-to-date” banking house to the de- 
_cided detriment of the reverse type. 

How to go about it without spend- 
ing too much money on the operation 
is the question probably in a great 
many bankers’ minds at present. There 
is no doubt that a few banking rooms 
will require a major operation, but in 
most instances a moderate amount, 


spent wisely, will accomplish the de- 
sired result. 


EQUIPMENT 


Now is the time when the mechani- 
cal workings of the bank should be 
seriously gone into, in a search for 
up-to-date machines and_ time-saving 
equipment. 

Rearranging the various departments 
so as to better the operation of the 
bank is money well spent. 

Steel counter work, the counter be- 
ing covered with linoleum, is not only 
more satisfactory than wood, but from 
the standpoint of fire hazard is well 
worth the change. All of the well 
known steel counter manufacturers have 
so standardized their units that today 
a complete metal counter equipment of 
the highest class costs no more than 
the same thing in wood. The upkeep 
of the metal counter is nil. Moreover, 
if the bank ever moves or alters its 
quarters in the future, the metal 
counter work is in prime condition 
for further and continuous use. 

There are many smaller institutions 
working with an inadequate public 
space, the lines of customers sometimes 
running well out into the vestibule and 
almost into the street. There should 
be no excuse for this condition, for 
usually it is easily remedied by study- 
ing the peak loads and revamping a 
few departments so that the space given 
over to customers may be enlarged at 
no great expense. 

New accounts and the growing trust 
business should never be in cramped 
quarters, for in those fields the new 
customer is unconsciously prejudging 
the whole set-up of the institution. 
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If there is one item in the moderniza- 
tion of the banking room that stands 
out pre-eminently, it is the change 
from the old high-type screen to the 
modern low-type screen, and we say 
“modern” referring to its use in this 
country, for the low type has been in 
constant use for many years through- 
out Europe. 

Instantly the customers know that a 
decided change has taken place in the 
banking place. Invariably, the whole 
banking room responds to that personal 
touch without which the institution 
might just as well close up shop. 

Very often this change does not 
entail a great expense, for if the lower 
section of the screen is in good condi- 
tion it does not have to be moved or 
touched, only the upper portion being 
altered. And there is no single item, 
in our opinion, that so visibly effects 
or changes the interior of a banking 
room as does the re-arrangement to a 
low type counter. It seemingly opens 
up the whole room and immeasurably 
increases its apparent size. 

In changing to a low-type screen, the 
actual counter with its drawers, cup- 
boards, etc., is not molested in any way. 


SAFE DEPOSIT DEPARTMENT AND 
VAULTS 


The advantages of a complete and 
adequate safe-deposit department are 
lacking in a great many _ institutions. 
The booths are either too small, or 
there is an insufficient number of them. 
And, further, they are not properly 
equipped or are poorly ventilated. 
They should and could easily be made 
attractive to the box holder. An im- 
proved and enlarged safe-deposit de- 
partment means new and valued cus- 
tomers for the bank’s facilities, and 
incidentally pays a handsome dividend. 

The vault problem is of a different 
character and is liable to entail quite 
an expense if the bank’s present facili- 
ties are below the. standard. 

The boxes, however, may be of an 
old-fashioned type, or they simply may 
need refinishing, which if done will 








again make them as good as new. A 
large mirror (or mirrors) could be in- 
stalled to give spaciousness to the in- 
terior. Perhaps the floor itself is in 
poor condition, which might only entail 
a new quiet tiling of some sort. Again 
a coat of paint on the unpolished steel 
will sometimes work wonders. 

A really necessary adjunct to any 
vault is a ventilating device for the 
protection of an employe or officer acci- 
dentally locked up. This need not be 
an expensive improvement. Food, as 
well as air, may be passed through this 
ventilator, thereby assuring the life of 
anyone enclosed. And, further, this 
protection does not raise the rate on 
burglar insurance. 

To install a new door or large vault 
is an expensive affair, but very often 
the refinishing or repainting of the door 
will suffice if costs must be kept down 


BURGLAR PROTECTION 


We know of countless banks that 
are working with inadequate alarm 
systems—systems that were installed 
by local electricians or, if they were 
installed by competent people, are not 
tried out regularly and are not kept 
in first class working order. 

Proper and adequate burglar protec- 
tion for the complete banking room 
and vaults is not an expensive affair 
and costs very little to keep in the 
proper working condition. If the vault 
was wired completely, that is, with 
wires embedded in the concrete walls 
according to the methods used a few 
years ago, and upon testing the system 
it is found defective, it is not an ex- 
pensive matter to correct it. The newer 
“sound wave” system could easily be 
attached to the workable parts of the 
old system. 

It goes without saying that every 
bank should be equipped with a high- 
class, workable, burglar-protection sys- 
tem. 

VENTILATION 
What we are all inevitably coming 


to, and this particularly refers to banks 
as well as to other places of assembly, 
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is proper ventilation of all parts of the 
building, particularly with regard to 
air conditioning. There is no need 
for us to suffer from the heat indoors 
during hot weather, nor breathe impure 
dry air indoors in the winter. 

It is really unfortunate that this 
question has not been solved until 
comparatively recently. 

Those buildings already erected that 
now have metal ducts as part of a 
ventilating scheme could install an air 
conditioning system easily and without 
great expense. Ass sure as the “hand- 
writing on the wall,” we are rapidly 
coming to this ideal condition, and in 
the near future the new building 


No Padlock 


Required on 


- Lock-Seal 
Bag 


for Night 
Depositories 
MAXIMUM 


Security 
Convenience 
Durability 


Manufactured only by 


STRAYER COIN BAG CO., New Brighton, Pa. 


Sample on Request 


DA-NITE 
LOCKER 


For Bank 
Holdup 
Protection 


To 
go under 
teller’s 
counter or 
in vault 


Write for further particulars 


THE MOSLER SAFE CO. 


New York Office: 
373 BROADWAY 


Factories: 


HAMILTON, OHIO 


erected without this improvement will 
be the oddity, rather than the reverse 
as at present. 


ACOUSTICAL TREATMENT 


Many banking rooms, and _particu- 


larly the bookkeeping and _ posting 
rooms, are suffering acutely from lack 
of acoustical treatment. It is not neces- 
sary to replaster the walls or ceilings 
of such rooms to lesson or eradicate 
this defect, for inexpensive material in 
the form of sheets cut to any size may 
be applied to various plain surfaces and 
can be practically guaranteed to do 
away with this source of trouble. It 
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can then be painted to harmonize with 
the existing wall or ceiling color. 


REDECORATION AND PLAIN PAINTING 


Many banking rooms receive the 
proper color treatment for walls and 
ceilings at the time the building is 
erected and according to some owners 
it is done for all time. But it certainly 
needs rejuvenation every few years to 
keep the room or rooms in proper con- 
dition. Very often some ordinary local 
painter repaints a former finely dec- 
orated ceiling and the result is hideous 
from an artistic standpoint, even though 
the best of materials have been applied. 
If the room was a decided success when 
first decorated, why not call in the 
original painter to rejuvenate it? He 
at least will not attempt to improve 
the original color scheme which was 
studied from all angles to fit the archi- 
tecture of the room. 

There is hardly an item that the 
owners could do in the banking rooms 
to bring new customers that will count 
so much as will a few coats of paint 
to freshen up the quarters. 

It may be that the bronze portions 
of the banking screen are also black 
and dingy through not being properly 
taken care of. Having the original 
bronze contractor clean and freshen 
this work will add very materially to 
the aspect of the interior. However, 
it is just as important to keep it 
looking this way. The regular bank 
porters are inexperienced in keeping up 
the fine appearance of bronze work, 
but the original bronze contractor will 
gladly do this for a comparatively 
small yearly charge. He is also vitally 
concerned to see that his handiwork 
is always looking in the best possible 
condition. There are other concerns in 
the market also that will keep bronze 
work in fine condition for a yearly 
charge. 

Marble work, if done rightly in the 
first instance, needs hardly any atten- 
tion throughout the life of the building. 
There are various ways of giving 
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a different tone to the exterior without 


running into too much expense. One 
of the most important, in our opinion, 
is to install a new bronze or aluminum 
entrance, if there is not one at present, 
for this one item will almost make the 
customer feel he is conducting his busi- 
ness in a new, modern building. Then 
too, steel, bronze or aluminum win- 
dows, which will never wear out, could 
replace present wood ones if the latter 
are in bad condition. 

Pointing up the brick or stone fronts 
not only freshens up the appearance of 
the building but is absolutely necessary 
if the structure is not eventually to 
decay. 

Cleaning the stone or brick fronts 
by any one of several methods will 
also add materially. 

While prices are at their present low 
levels, repair or renewals of the roofs, 
flashings, gutters, etc., should be looked 
into. 

A great added attraction and busi- 
ness getter to any banking house is the 
lighting up of the fronts for a few 
hours in the evening. This may readily 
be accomplished by reflectors arranged 
in two or three street standards set at 
the curbing. It will instantly call at- 
tention to the building and will prove 


of incalculable value as an advertising 
medium. 


CONCLUSION 


We have tried to point out a few 
of the various methods for rejuvenating 
the banking quarters and there seems 
to be no doubt, with labor and price 
conditions what they are at present, 
that now is to be the proper time to 
carry out needed repairs if the banker 
does not feel the time ripe for more 
extensive alterations. 

It would also seem, and bankers in 
general will agree with the writer, that 
sprucing up the present quarters can 
only redound to the betterment of the 
bank’s business. At least, this follows 


in other lines of activity and_ has 


always followed in the banking busi- 
ness. 


THE BANK AND ITS EQUIPMENT 


NEW INSURANCE REGULATION 


THE National Bureau of Casualty 
and Surety Underwriters announce 
an endorsement that will be used by 
their company members on _ policies 
already in effect in certain sections of 
the country regarding loss of cash by 
burglary. 

With certain exceptions, banks in 
these sections must keep the larger 
part of their working cash in safes or 
vaults equipped with delayed time- 
locking mechanism. Thus, if a hold-up 
man demands cash during the day-time, 
all that he can possibly get is a small 
amount of working cash. The _ re- 
mainder is time-locked and not obtain- 
able for a fifteen, minute interval which 
is, of course, too long for the hold-up 
man to wait. Manufacturers of such 
time-locking devices furnish with each 
installation signs stating that it is im- 
possible to open the vault or safe before 
the fifteen minutes has elapsed and the 
time-locking mechanism has made it 
possible to gain entry. Thus the re- 
sponsibility no longer rests upon the 
cashier or teller but upon the equip- 
ment. 

This endorsement is effective in the 
third and fourth territories, excepting 
towns over 25,000 population. These 
territories include the following states: 
Alabama, Arizona, ‘Arkansas, California, 
Colorado, Idaho, Illinois, Indiana, Iowa, 
Kansas, Louisiana, Minnesota, Méissis- 
sippi, Missouri, Montana, Nebraska, 
New Mexico, North Dakota, Ohio, 
Oklahoma, South Dakota, Tennessee 
and Wisconsin. Exceptions to the day- 
time time-locking regulation are those 
banks already equipped with tear-gas, 
bandit-resisting enclosures or armed 
guards. 

Banks complying with the terms of 
the endorsement may not keep more 
than 15 per cent. of their total insur- 
ance as counter cash. The balance 
must be kept in a vault or a safe 
which has a delayed time-lock. 

Many of the smaller banks may 
think that this step of the National 
Bureau of Casualty and Surety Under- 
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writers is somewhat severe. However 
the recent increase in losses resulting 
from hold-ups makes it imperative that 
some drastic measures be taken. Other- 
wise one of two things will happen: 
either the insurance rates will continue 
to rise to impossible heights, or the 
insurance companies will be forced to 
cease writing the business. 

The bankers themselves are respon- 
sible for this situation. Manufacturers 
of protective devices have ingeniously 
developed equipment with which the 
hold-up man cannot cope sucecssfully. 
The average hold-up takes but a few 
minutes. Swift execution is its only 
measure of success. Now that this 
element of speed is taken away from 
him with the day-time time-locking 
devices and other protective equipment. 
The bandit cannot continue to reap the 
harvest that he has been reaping from 
unprotected banks at the expense of 
the insurance companies. 

Bankers who have been fearful of 
spending money for equipment of this 
nature can no longer temporize. Their 
own protection, well-being and peace 
of mind will be greatly benefited by 
the installation of protective equipment 
now demanded by the insurance com- 
panies. 


THE MOSLER DELAYED 
LOCK 


THE day-time hold-up has 
an increasing menace to the 
of many banking institutions 


TIME- 


become 
security 
and to 





86 THE BANKERS MAGAZINE 


the safety of their deposits and of 
their personnel. One of the most effec- 
tive answers to this problem, which is 
agitating insurance companies to take 
drastic steps to protect themselves, is 
the delayed-movement time-lock. Manu- 
facturers of these devices point out 
that the time-lock, installed on vaults, 
was the death warrant of night rob- 
beries. And they can prove that day- 
time time-locks will have an equally 
beneficial effect in reducing the day- 
light hold-up to a minimum. 

One of the newest developments in 
this field is the Mosler electrically con- 
trolled delayed- movement time - lock, 
manufactured by The Mosler Safe 
Company of Hamilton, O. The opera: 
tion of this time-lock is simple and 
certain. The bolts of the safe are 
thrown and locked into position. They 
cannot be opened by any agency which 
does not resort to the destruction of 
the safe—an obviously impossible 
method for the day-time burglar to 
use—until after a specified period, 
which is usually fifteen minutes. To 
open the safe, all that is necessary is 
to plug in an electric connection similar 
to the ordinary lamp connection. As 
soon as this is done a bulb attached 
to the time-locking assembly lights up 
and remains lit for the specified period. 
Not until the light goes out can the 
bolts be unlocked and the safe opened. 
A chest, safe or locker protected by 
this device cannot be opened for a 
time too long for a successful hold-up, 
yet not long enough to interfere with 
the normal transaction of banking busi- 
ness. 

Officials of the Mosler Safe Com- 
pany state that their delayed-movement 
time-lock is the only time-lock operated 
electrically, and claim for it a high 
degree of simplicity of operation. 

The various types of chests and 
lockers equipped with this time-lock 
are manufactured in many sizes. These 
types fall into three classifications. The 
Round Door Chests, with round inner 


doors, are set in heavily reinforced 
blocks and further protected by heavy 
steel cladding. The Rectangular Door 
Chests, without inner doors or sur- 
rounding concrete blocks, have hopper 
tops or slots for the depositing of 
surplus cash from time to time with- 
out opening the door. The Large 
Round Door Chests have multiple 
compartments, each individually locked 
by combination lock, and with no con- 
crete surrounding the chest; they are 
particularly adapted for the use of 
banks where several tellers use the 
same chest but the cash is under their 
individual control. 


—e— 


PRESERVE STATE BANKING 
SYSTEMS 


“The only thing to do about it is to 
preserve the independence of the state 
banks until such a time as we can have 
a strong central banking system fairly 
and efficiently managed. But there is 
nothing in the past or present manage- 
ment of our Federal Reserve System to 
warrant the abolishing of state banking 
systems. It is too much like jumping 
from the frying pan into the fire with- 
out solving the real problem involved.” 
—AIf M. Landon, Governor of Kansas, 
at Kansas Bankers Convention. 


ECONOMIC WARFARE 


- “Distrust and animosity prevail every- 
where, making it akin to destructive 


military warfare. Every country is 
feverishly devising measures to decrease 
imports and increase exports, the cumu- 
lative effect being an all-round shrinkage 
of trading and industrial operations, 
which, if continued to its logical con- 
clusion, means that each country is 
clamoring to give its production away 
for nothing, a process which must finish 
in absolute bankruptcy.".—Annual sur- 
vey of Manchester (Eng.) Association 
of Importers and Exporters. 
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“FIRST 


NATIONAL BANK of 
BOSTON 


1784 * 1933 


A CONDENSED STATEMENT of CONDITION 
Covering all Offices and Foreign Branches 


as of June 30, 1933 
RESOURCES 


Cash and Due from Banks and the Treasurer of the 
United States $155,785,765.67 


119,621,068.84 
State and Municipal Securities 25,163,173.49 
Collateral Demand Loans to Banks and Brokers 24,617 680.34 
Loans, Discounts and Investments................... 271,929,657.06 
Banking Houses 14,536,681.57 
Customers’ Liability Account of Acceptances 12,238,900.62 
Accrued Interest Receivable and Other Assets 3,847 ,027.06 


$627 ,739,954.65 


LIABILITIES 
$44,500,000.00 
27,698,048.25  $72,198,048.25* 


Reserves, including Interest, Taxes, Dividend, Unearned 
Discount, and Contingencies ; 3,313,156.03* 


Acceptances Executed for Customers...... Set > & 13,706,186.89 
Endorser on Acceptances and Foreign Bills Sold. 1,380,369.24 


Agreements to Repurchase United States Government 
Securities...... _ 3,450,000.00 
Items in Transit with Foreign Braaches.. 2,375,313.39 


Deposits 531,316,880.85 
$627,739,954.65 


* Since the statement of December 31, 1932, $5,000,000 have been transferred 
from Profits to Reserve for Contingencies. From the latter account $11,600,000 
have been applied to reduce the book value of Loans, Discounts, and Investments. 


The figures of Old Colony Trust Company and The First of 
Boston Corporation of Massachusetts, both of which are 
beneficially owned by the stockholders of The First National 
Bank of Boston, are not included in the above statement. 





ADVERTISING AND PUBLICITY 


A MONTHLY REVIEW OF CURRENT ADVERTISING AND NEW 
BUSINESS EFFORT BY AMERICAN BANKS 


It Can Be Done 


By JuLiA A. GLENN 
Director of Publicity, Green Point Savings Bank, Brooklyn, N. Y. 


HERE is no more misunderstood 

figure today than The Banker. 

He has been flayed beyond mercy. 
His misfortunes fill the headlines of 
the papers. The tradition that he was 
some kind of a superman, strangely 
entitled to high-hat ways, has died 
out as completely as technocracy. The 
public is at last conscious of the fact 
that he has human failings and, oddly 
enough, seems surprised and somewhat 
displeased at this discovery. 

Before March of this year his name 
was uttered reverently, fearfully. The 
public respected him and believed in 
him. Today, that same public con- 
demns him, scorns him, and will con- 
tinue to do so until the banker fights 
back. There are many real banks and 
real bankers in this country. The 
clamor of disapproval now confronting 
them arises from a complete lack of 
understanding on both sides, as old 
standards topple and a new order 
shapes its course. 

It is unbelievable that any group of 
professional men can continue to be 
cuffed about in such a manner any 
longer. Yet—what are the banks doing 
about it? What is their surest and 
quickest way of interpreting their 
actions and policies to the public? 
ADVERTISING, of course. Yet only 
a few banks are continuing their adver- 
tising today. Are the banks licked? 
By their failure to tell their story to 
the public through their advertising, 
are they not admitting defeat? Or are 
they so stunned by recent events that 
they are still going through the process 
of picking themselves up after the 
knock-out blow in March? If that be 
true, are they not forgetting the valu- 
able time lost in the interim? Time, 


tide and a questioning public wait for 
nothing! Is not the banker’s reluc- 
tance to act only increasing the chances 
of that daily seepage of funds from 
vaults into socks and crocks and under 
mattresses? 

But can you blame John Doe? In 
justice you cannot. After a _ feeble 
announcement that his bank was re- 
opened with Government approval, the 
voice of his banker has become fainter 
and fainter, as the ads have become 
smaller and smaller. They tell him 
nothing that he does not already know. 
Sure, he knows where his bank is, 
and that it has been standing on that 
same corner for sixty years, but what 
of it? He wants to know if his money 
is safe—and why. He wants to know 
if his banker is a “white man”—con- 
cerned about the problems of his de- 
positors—who can be counted on to 
give a fellow a square deal. Nine 
times out of ten, his banker is just 
such a man, but one who is suffering 
from the stigma of his less righteous, 
and much publicized brethren, one who 
that tradition forbids him to 
explain either himself, his motives or 
his banking. Advertising may well be 
the catalyst that can bring John Doe 
and his banker together on a plane 
of mutual understanding. 

What kind of advertising, then, is 
needed to remold public opinion into 
justified confidence? Is it possible for 
any advertising not only to do such 
a job but to prove that it has done so? 

The Green Point Savings Bank of 
Brooklyn, N. Y., like the other com- 
paratively few banks which have carried 
through with consistent advertising, is 
able to show just such results because 
of a new type of advertising. It is 
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HE French had failed! Ipless 
against unseen death, they stumbled 


When vision, determination, work and 
cooperation are behind a task, whether 


out of the jungle . . . and dank mists en- it is one of digging through mountains or 
veloped abandoned machinery and the breaking a depression — the job will be 
dead bodies of 18,000 men! Yellow fever done. 


had baffled world famous engineers and 


The hero of this depression is the man 
doctors . . . and they said the job 


or woman who sacrifices to save 


of dissing Sine ,Paneme Canal a little with safety {and there is 
bag os ibe ‘aia ibithe no better place than in a mutual 
eset bone Setabed an the savings bank); or . . . if that is 
specgulicall eietillade Senmeeicias impossible . . . who cheerfully bal- 


American doctor proved on his ~~ ances the family budget on next 
own body the cause of the disease. to nothing. knowing the tide widl 
and yellow fever was conquered. 5"'4,"' inevitably turn. 


GREEN POINT SAVINGS BANK 


MANHATTAN AVENUE AND CALYER STREET @ CHURCH AND UTICA AVENUES 
WASHINGTON AVENUE AT EASTERN PARKWAY @ BROOKLYN, N. Y. 


FEPTY MELEITON DOLLARS IN RESOURCES 


being chronicled here with the hope 
that it may serve a useful purpose in 
convincing other bankers that advertis- 
ing can be made to pay, and pay 
bountifully, if properly conceived and 
executed. 

Up until 1932, in spite of the fact 
that the Green Point had $50,000,000 
in resources, and two thriving offices, 
the bank had never conducted a news- 
paper campaign. The value of news- 
paper advertising had been frowned 
upon as too costly. A definite change 
in attitude came, however, after the 
opening of its third office in April, 
1932, when the use of newspapers 
made the opening day record one of 





the most successful in the history of 


savings banks in Brooklyn up to that 
time. 

Shortly after that, George W. 
Felter, president of the Green Point, 
consented to a real newspaper cam- 
paign, but the nature of that campaign 
was no easy problem to solve. Even 
then people were drawing heavily upon 
their bank accounts to meet living ex- 
penses. Unemployment was mounting, 
and fear as to the outcome of the 
depression was spreading. People were 
weary and discouraged. They needed 
encouragement — some thought _ that 
would lighten their daily tasks—some- 
thing that was inspirational, educational 
and, above all, human! 

Finally we hit upon the idea of 
developing as our theme song the 
words: THEY SAID IT COULDN'T 
BE DONE!—through the use of dra- 
matic Turning Points in history dealing 
with the accomplishments of men who 
refused to quit in the face of obstacles. 
We knew that fear must be overcome 
before recovery can take place. Our 
object was to re-awaken the American 
fighting spirit by refuting the wail of 
the discouraged through true stories of 
courage and determination—of how 
many a defeat in the past was turned 
into a glorious victory through a 
WILL TO WIN. 

At the end of our ads and our 
booklets, we applied the same principle 
of courage and determination to the 
problem of building a savings account. 

The effect of the campaign was 
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startling, and things really began to 
happen! 

After a few advertisements we saw 
the demand for our booklets grow by 
leaps and bounds. The school teachers 
and children clamored for them. 
Mothers and fathers wanted them to 
add to their home libraries. Boy 
Scouts. ¥. W. CA's, Y. M.-C. Acs, 
orphans’ homes, churches and various 
clubs wanted as many copies as we 
could spare. Business men, publishers, 
editors, bankers and financiers com- 
mented favorably, in private, in public 
and in print, upon the work that we 
were doing. We found that the public 
was hungering and thirsting for inspira- 
tion—and that they had found it in 
our Turning Point stories. Old and 
young alike “went for them!” 

The greatest thrill of all came from 
the comments of school children. 
Listen to this: 


“Why don’t the men of our day shout 
at the depression: ‘I have not yet begun 
to fight?’ and thereby succeed in beating 
the depression? My way of saying ‘I have 
not yet begun to fight’ is SAVE REGU- 
LARLY IN A RELIABLE BANK LIKE 
THE GREEN POINT SAVINGS BANK.” 


A poor little Italian boy wrote: 


“If all men showed the spirit of John 
Paul Jones when he shouted ‘I have not 
yet begun to fight, our country would 
steadily gain strength and in time would 
stand on firm feet. A sure way to fight 


the monster DEPRESSION is to start 














JOHN PAUL JONES won 


the most astounding victory 

in all Naval history ~ 
when~_ , q 
They Said it ~ 

Couldn't be Done; 






Write foday for this pt 
dramatic story-lt's FREE/ HA ws 
‘at : 
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(of thus thrilling story 


JOHN PAUL JONES sprang forward most astounding victory : | 
like a demon and boarded the British naval bistory when "they eaid 
ship . . . followed by his men. it couldn't be done.” 
His one chance for victory was to fight What a challenge to patrioticm in these 
it out... man to man! days... and how well America bas 
His chip was ablaze and sinking. Dead measured up! 
men covered the decks... his guns were Our fight has not been against an alien 
silenced. Defeat seemed sure! enemy . . . but against unreasoning fear 
But his courage was undaunted. His within the hearts of our people. The 
defiant cry,"I have not yet begun to fight!” public's recent manifestation of confidence 
spurred his men on. The British were initssound bankshas stabilized conditions. 
amazed at his daring... and he won the America Will Never Fail! 


GREEN POINT 


SAVINGS BANK 


Manbattan Ave. &CalyerSt. Church & Uties Aves, 
Washington Ave. at Eastern Parkway 
SCC ES Te. @. Ga 


No Loss to Any Depositor in 64 Years 


saving regularly in a SAFE BANK 
the Green Point Savings Bank.” 


like 


There were hundreds like that— 
naive, child-like, but showing such 
sound logic and faith that it put to 
shame the ressimism and fear of the 
older generation. We have contributed 
something vital and real to the educa- 
tion of those children; and they are 
the citizens of tomorrow! We are not 


only inspiring them to be better Ameri- 
cans but teaching them thrift at an 
Many of 
guiding 


letters 
their 


their 
hand of 


early 


showed 


age. 
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parents, but what could be more per- 
fect from the standpoint of advertising 
results? Through the children we are 
reaching the older people who need 
such stories of inspiration, who are 
tired, weary and discouraged. 

People in New York and Brooklyn 
who had never before heard of the 
Green Point are now facing their daily 
problems with a new outlook on life. 
They are determined to carry on and 
win, because of our Turning Point 
stories. They know “IT CAN BE 
DONE.” 

For those bankers who want more 
tangible results than the intangible 
“good-will” and “prestige,” we list the 
following facts: In January, 1933, 
the Green Point gained more new 
accounts than any other savings bank 
in Brooklyn with the exception of two 
banks opening new offices that month. 
Furthermore—and we are proud of 
this—we had more people depositing 
money with us than making with- 
drawals during the first week of 
March, just preceding the bank holi- 
day. Even the most cynical person 
must admit that that’s a record! Such 
an evidence of confidence on the part 
of our depositors must be attributed, 
in part at least, to advertising. 

Another interesting angle on the re- 
action of the public to our stories came 
from the various organizations of war 
veterans in our communities. Several 
American Legion Posts have asked for 
the privilege of reprinting one of our 
stories each month in their house 
organs, and our attractive car cards, 
posters and booklets are on display 


in their club rooms. These war vet- 
erans glory in our courage to break 
away from the usual trite savings-bank 
copy. 

A depression is an acid test of su- 
premacy. True leadership never falters 
in the face of temporary conditions. 
Through our advertising policies, the 
Green Point has publicly announced— 
in a very real, human way—that it 
is going full steam ahead, with faith 
and confidence in the future. Subtly, 
we say that depressions make no dif- 
ference to us; and, by the unselfishness 
of our appeal, we have distinguished 
ourselves from that class of bankers 
who are being so thoroughly roasted 
for their self-interest. The problems 
of our depositors concern us. We 
want to help them—and they know it! 
Can anyone question the value of 
such advertising? 

Beside the fact that we have chosen 
a type of advertising that is human 
in its appeal, part of our success is 
due to a complete co-ordination of 
our various media. So many bankers 
forget the importance of that adver- 
tising fundamental. We have magni- 
fied the appeal of our Turning Point 
stories by concentrating everything on 
them—in newspapers, billboards, car 
cards, direct mail, mass distribution 
material and lobby displays. The thou- 
sands of people who have requested 
these booklets constitute our most valu- 
able list for cultivation with literature 
of a more direct selling-copy nature. 

The results obtained through this 
campaign prove that IT CAN BE 
DONE! Good advertising, properly 
conceived and executed, pays! 


HOW BANKS ARE ADVERTISING 


E have been constantly preach- 

\X/ ing the virtues of advertising 
and championing the cause of 

the publicity man until the reader may 
suspect us of ulterior motives (or some- 
thing). Just to prove that we do not 
stand alone, holding forth as isolated 
fanatics, we should like to quote a few 
of our estimable contemporaries as they 


feel moved to express themselves on 
our pet subjects. 

In a recent talk before the Illinois 
Bankers Association Convention in 


Chicago, H. A. Lyon, president of the 
Financial Advertisers Association and 
public relations manager of the Bankers 
Trust Company of New York City, 
discussed the question of public rela- 
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tions as it is faced by the banks at 
present. Said Mr. Lyon: 

“ “Public Relations’ is just as much a 
business as loaning or trust administra- 
tion, and requires as distinct a type 
of mind and as adequate training. It 
deals, not with figures and facts, but 
with human beings. It is not exact— 
it is constantly changing. The public 
relations man often senses things that 
cannot be proved. His work is germane 
to every department, and yet cannot 
be under any department, for his is 
an interpretive task. His inspiration 
within lies in constant contact with the 
chief executives of the bank. The 
proper conception of his job is to inter: 
pret his bank’s personality, its policies 
and its services to the public; to inter- 
pret the attitude of the public to the 
officers of the bank; and to see that 
employes are taught how to handle 
the public in such a way as to maintain 
the impressions the bank wishes to 
make. This job requires an under- 
standing of people, rather than techni- 
cal banking training. The man who 
does it should be carefully selected, and 
then given as much authority in his line 
as the head of any other major bank 
activity, for it is a major consideration 
and a senior effort.” 

We have always maintained that the 
management of a bank’s relations with 
the public through its advertising and 
publicity was a full-time, man-sized 
job, and not a bothersome afterthought. 
It becomes increasingly obvious that 
this is so—rather painfully obvious to 
some—so we are being human enough 
to crow a bit and say “I told you so,” 
most annoyingly. We sat back and 
nodded our heads somewhat smugly 
in entire agreement with Roy Dickin- 
son, vice-president of Printers’ Ink, 


when he made the following remarks 


(among others) to the New York 
Financial Advertisers. 

“I feel confident that the public 
is getting back its perspective, as its 
banks reopen, and because of that fact 
I think that banks face the greatest 


advertising opportunity of their whole 
history. . . 


“The big boss ought to be on the 
advertising job. He should be sitting 
at the advertising table, helping. What 
can possibly be more important for 
bank heads today than their public 
contacts, the voice of their bank in 
print, the way the public feels about 
it, what the public knows about all 
banking? .. . 

“It is my firm belief that the day 
is past when the president’s contribu- 
tion to his bank’s advertising program 
is a somewhat guiding acceptance of 
the fact that some of it ought to be 
done. It is worthy of his best efforts 
and consideration. Is he too big or 
too busy to take upon himself what the 
President of the United States had to 
do in a crisis? .. . 


An Announcement 


TITH the present uptura in busines. it is apparent that 
W Cleveland cannot longer “mark time.” Be must go forward, 
cautioudly but courageously. 

Therefore we now cordially invite individual and institutions 
whose former banking connections arr not now available, con. 
venient, of adequate, to consider the facilities of the Cleveland 
Trust Company 

We shall not vary the sound policies that have enabled us to meet 20 
many severe teats, We offer no liberality at the coat of security. But— 


—for all soundly. managed business enirrprines. we shall be 
glad ta render every possible service comsstent with converte 


— for persons serking @ safe place for r-serve funds, we submu 
4 bank of ample ue and demonstrated strength. 


— for the safekeeping of valuable papers and cherished keep: 
sakes, we provide depot vault facilities of high standards. 


= for comrensence in all phases of banking sercice. we have SB 
offices rack seu the strength of oll 


Cleveland Trust 


Member Federal Reserve System 
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This bank continues its active and 
steady advertising policy with strong, 
direct copy in the local press. No art- 
work other than a small insignia as 
above, or a telling but small sketch, is 
used, attention being concentrated on 
the copy. The message is varied in 
each ad, but always presented so force- 
fully that the idea “sticks” even after 
a glance at it. Helping materially to 
achieve this effect is the adroit use of 
white space and bold type faces. 
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Getting right down to brass tacks on 
the problem of informing the ignorant 
public, the State-Planters Bank and 
Trust Co. of Richmond, Va., has 
been running a series of which the 
above is a typical unit. Each ad is 
a little lesson in banking which no 
one could fail to understand, and 
which presents both the bank’s side 
and the customer's side of the situa- 
tion in each case. The first of the 
series explains “‘a bank's first duty” 
—to safeguard its depositors—and 
the second is “An Explanation of 
Banking Principles.” After that each 
unit takes up a specific problem, such 
as “Loans to Individuals,” ‘Making 
Commercial Loans,” “The Duty of 
a Depositor,” etc. This campaign 
should do much to wipe out illiteracy 
on banking matters. 





“We start now with Faith in 
our souls. . Now I don’t mean by 
Faith the sort that says Patience and 
Faith is all we need—let’s wait and see 
what happens, and save money. Let 
President Roosevelt do our selling and 
advertising job Sunday nights on the 
radio. 

“I mean Faith that 
fights. 


goes out and 
I mean the sort of Faith on 


the part of your management that will 
say to you people who have the tough 
job of reinterpreting all sorts of banks 
and their functions to the public, “Bring 
me new ideas. Ill consider them. 
Suggest improvements we need 
*em. You have a harder job than ever, 
and it’s more important now than ever 
before. Here is more money and more 
encouragement to do the big job with’.” 

Well, it’s all very nice to talk and 
discuss and argue and preach on our 
favorite doctrines, but the most satisfy- 
ing occupation is to view the mate- 
rializations of our contentions. Some 
bankers—and their numbers are grow- 
ing consistently—are practical enough 
to put these nice (and now necessary) 
theories to work for them, with profit- 
able and gratifying results. 

Many are concentrating on the edu- 

cate-the-public idea and bringing forth 
such enlightening and ingenious cam- 
paigns as those pictured in these pages 
and that described so encouragingly in 
the preceding article. Meanwhile, the 
Girard Trust Company of Philadelphia 
continues doing its part in its monthly 
Girard Letter. In the May issue, the 
bank printed a very lucid explanation 
of the gold standard, clearing up many 
points which commonly confuse the 
layman. In the same issue, the bank 
announces the publication of its new 
trust booklet dealing with the “prob- 
lem of high taxes and the decline in 
security values,” which should be of 
ery real interest to a great many 
people. 
The Guaranty Trust Company of 
New York, also, has been advertising 
its booklets in newspaper ads, as well 
as calling attention in these and other 
ads to its Custody Accounts, listing 
the advantages. One ad, headed “For 
Those Who Manage Their Own In- 
vestments,” tells of the Investment Re- 
views issued in leaflet form by the 
bank’s Trust Department; another, en- 
titled “Before You Leave Town Ar- 
range for the Care of Your Securities,” 
features a booklet on its services in this 
line. 

It has twenty-four pages, with a stiff 
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cover over which is an unusual cellophane 
sheet that is silvered and sketched in 
black, allowing the sketches on the 
stiff cover to show through just enough 
to make an interesting effect. Within 
is presented the history of the bank in 
text and pictures, messages from and 
photographs of its officers and a telling 
sheet giving the bank’s statement of 
July 1893 and its statement of May 
1933. 

Having completed fifty years of 
banking service, the American National 
Bank of Nashville, Tenn., is running a 
campaign on its Golden Anniversary 
with some historical information fol- 
lowed by a testimonial series. Photo- 
graphs of the appreciative depositors, 
pen-and-ink sketches suggesting their 
lines of business and their letters of 
congratulation are followed by a para- 
graph thanking the writers for their 
appreciation. Testimonial advertising, 
used sparingly as for special occasions 
such as this, can be very effective; for, 
after all, what everyone is interested 
in is results, and the greatest source 
of profit for any bank is its satisfied 
customers. Some publicity on the fact 
that the bank has the confidence, good- 
will and active co-operation of leading 
citizens should be very helpful to its 
standing and guiding to people who are 
uncertain which bank to turn to in 
these confusing times. 
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Approaching the educational idea 
from a slightly different but equally 
successful angle, the Rhode Island 
Hospital Trust Co. of Providence, 
R. I., conceived a very striking cam- 
paign, one unit of which is repro- 
duced here. The series wastes no 
words on idle theorizing or abstrac- 
tions, but get right to the point in 
each ad by taking a working case 
that illustrates and answers a great 
many practical questions of vital in- 
terest to people in various lines of 
business, large and small. This 
series, bound together, should make 
a good little textbook and reference 
book on financial points. 








“Though at the present time there is 
no demand for capital for industry, this 
condition will pass, and we should not 
by any means force the organizations 
for distribution of securities out of busi- 
ness, lest when there is again a legitimate 
demand for capital it be found that the 
machinery of distribution has disap- 
peared. No private banker, whether he 
is (as we are) a wholesale merchant of 
securities, or whether he deals directly 
with the ultimate investor, could con- 
tinue in the business if he had no other 
sort of business to fall back on in such 
times as the present.” —]. P. Morgan. 


“It is obvious that, in order to over- 
come the present dangers and discon- 
tents, we ought not to debase our cur- 
rency, to run the whole machine into 
the ground, to force more institutions 
into bankruptcy, to sit silent while ama- 
teurs and sciolists pretending to pre- 
scribe quack remedies put continued and 
enormous pressure upon our financial 
institutions, overburden them with bonds 
representing government deficits and 
give us a currency that has as its basis 
a group of unemployment relief proj- 
ects."—Dr. H. Parker Willis, Professor 
of Banking, Columbia University. 








That New Bank in Detroit 


OVERNOR Comstock’s famous 
(5 “bank holiday” proclamation, 


issued on February 11 of this 
year, was an historic blow to Michigan 
and the rest of these United States. 
The closing of the two largest banks 
of this state, with $600,000,000 of de- 
posits in Detroit alone, and nearly 200 
branches in the city, caused great 
havoc, for the loss of the bank-machine 
forced unreliable importation of cash 
for pay rolls and other necessary uses 
of money. The results were a demand 
for resumed or new banking facilities. 
Since resumption of the old system 
seemed impossible, an effort to consoli- 
date the funds of the crippled banking 
institutions with the capital of Messrs. 
Henry and Edsel Ford was made but 
objections were raised by the bank 
directors, who would not give up hope 
of restoring their former prestige. 

Finally, on March 21, 1933, Jesse H. 
Jones, director of the R. F. C., and 
Alfred P. Sloan, jr., president of the 
General Motors Corporation, an- 
nounced the formation of a new bank 
for Detroit, in financial structure unlike 
any that had theretofore existed in the 
United States. The entire underwrit- 
ing of the new plan was provided by 
the General Motors Corporation. The 
Chrysler motor interests have come into 
stock ownership since the plan was 
carried out. 

The creation of this new pioneer 
bank was so sudden and unusual that 
this story is an attempt to tell it all 
straight and in sequence. 

The plans involved the divorcing of 
the underwriting interest from final 
control and the placing of the bank’s 
ownership—through a sale of its stock 
to Detroit and Michigan people—in 
the hands of the public. 

The bank, which was given the 
simple name of National Bank of De- 
troit, is completely isolated from the 
pride and pretense of the past. The 
order for the immediate opening of 
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the bank, given by M. L. Prentis, gen- 
eral treasurer of General Motors Cor- 
poration, was brief and to the point. 
The location of the bank was to be, 
temporarily, in the First National Bank 
building. Printed forms necessary for 
the transaction and recording of bank 
business were run off the press that 
night. Airplanes were employed to 
rush through borrowed supplies, and 
files and other equipment were set up. 
A corps of selected veterans from old 
banks were employed. All the intricate 
arrangements for balances established 
in the key cities, the chosing of tem- 
porary corporate officers and the dis- 
tribution of the necessary quantities of 
cash to the tellers were attended to 
in short order, and the bank was open 
to the public at 10 o'clock of the 
morning of March 24, only seventeen 
hours after Mr. Prentis’s order. 

The corporate set-up of the new 
bank was unique in that—due to recent 
legislation permitting it—it was the first 
bank to have a preferred stock issue 
as part of its structure. The bank was 
started with a proprietorship capital 
of $25,000,000. Of this, one half is 
preferred stock, entitled to 6 per cent. 
earnings, and was subscribed by the 
R. F.C. The remaining $12,500,000 
is in common stock shares of a par 
value of $10 each, which were sub- 
scribed by the General Motors Corpo- 
ration as an underwriter, and paid in 
cash at the rate of $25 a share. In 
the capital structure, the proceeds of 
this common stock were allocated so 
that $10 for each of the 500,000 shares 
is credited to common stock account, 
$10 to the surplus account and $5 to 
the undivided profits account. Thus 
the available $25,000,000 capital is 
divided into these categories: 


Preferred stock, carrying an earn- 


ING Of G Per CORE. sccakass $12,500,000 
Common stock, upon which divi- 


dends will be earned and paid 4,000,000 
UIE is. sv atecnrod rin dae seein 5,000,000 
Undivided. profits: ....5 6s ieseds. 2,500,000 
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The shares of stock representing this 
capital will go to the public at $25 per 
share, plus 5 per cent. from the date 
that General Motors Corporation laid 
down its money for them. 

Once established, the National Bank 
of Detroit purchased from the con- 
servators of the old banks $131,000,000 
of their assets in cash. This purchase 
of investments enabled the old banks 
to pay 30 per cent. additional to their 
depositors, who in turn found the 
medium of a bank necessary for their 
new funds. Of the $90,000,000 al- 
ready paid out by the old banks, the 
largest percentage is traced to deposits 
in the new bank. Let it be understood, 
however, that no customer of the older 
banks was automatically transferred to 
the new one. Each new deposit was 
made as an individual transaction. 

The number of commercial depositors 
of the new banks is understood to be 
now in excess of 20,000, and of sav- 
ings depositors twice as many more. 

The new bank is still occupying 
“temporary” quarters. It has not pur- 
chased any banking property, and 
shows no inclination to follow this 
practice of the older banks. So far, 
the new First National has established 
and is doing business in one main office 
and twenty-five branches in carefully 
selected geographical centers. Under 
the old regime there was a _ branch 
bank in Detroit to each 5077 of popu- 
lation. Under the new bank's set-up 
of branches, it has one banking office 
to each 50,000 of the city’s estimated 
population. It has been reported by 
Professor Woodworth of Dartmouth 
that too many branch banks made the 
cost of assembling deposits too large 
to enable the banks to enter the com- 
petitive money market for prime loans 
and make any money out of handling 
the deposits. 

It is interesting to note that in the 
past Detroit banks have carried a large 
load of deposits in relation to their 
capital. The highest relationship was 
in 1928, when their net worth was 
14.8 per cent. of their deposits. In 


1931 the relation was $7 of deposits 
supported by $1 of capital. A safe 
relationship has been estimated to be 
eight to one. If this is adopted as 
the ratio, the National Bank of Detroit 
can soundly carry $200,000,000 of de- 
posits, a figure growing with the in- 
crease of its surplus. Upon such a 
basis it can produce substantial earn- 
ings for its common stock. As a matter 
of fact, the bank started earning eight 
days after its opening. 

The loaning policy of the new bank 
is indicated by its officers to be one of 
attention to basic industries—supplying 
capital to carry operations through 
from raw material purchase to collec- 
tion on finished product. 

So far, and presumably for keeps, 
the new bank functions only in the 
business of banking. It has no invest- 
ment affiliate, and its relations to the 
security market are only those of 
banker dealing with customers. It has 
no financial department store features 

The new organization has acquired 
a very able staff of corporate officers. 
The president, Walter Scott McLucas, 
was born in Indiana and received ex- 
tensive banking experience in Kansas 
City. He has a record of hard work 
and success. His assistant and under- 
study, Benjamin Young, has worked 
beside him in the west; is young, 
earnest, technical and pleasant. The 
cashier is Albert S. Burns. 

The directors are only fifteen in 
number, few enough to meet regularly 


—daily if necessary. The working 
officers are skilled bankers with no 
fancy titles and no sinecures. There 


is an 
means 


adequate staff and each 
a volume of work. 


title 


—Ce— 
DYNAMITE AND INFLATION 


“I shall not discuss inflation. Can- 
didly, I do not understand it, nor have 
I found anyone who understands it. 
I do not know the composition of 
dynamite, but my observation tells me 
that unless very carefully handled it 
will explode.”"—-M. E. Holderness. 








STABILIZATION OF Money. Compiled by 
James Goodwin Hodgson. New York: 
The H. W. Wilson Company. 

For the discussion of both sides of a live 
question this volume will prove of great 
value. It contains authoritative articles and 
an extensive bibliography. With it at hand, 
it should be possible to make a strong presen- 
tation of either phase of the subject. An in- 
valuable book of reference. 


THe Law oF BANKs AND BANKING, Clear- 
ing-Houses, Currency and Dominion Notes, 
Bills, Notes, Cheques and Other Negotiable 
Instruments. By John Delatre Falcon- 
bridge, M.A., LL.B., K.C. (fourth ed.). 
Toronto: Canada Law Book Company, 
Limited. 

At the present time the banking system of 
Canada is of special interest to bankers and 
legislators in the United States, because that 
system, particularly as it relates to branch 
banking, is considered by many as worthy of 
our careful consideration when attempting to 
remedy the difficulties that have recently de- 
veloped here. 

In this volume will be found a complete 
exhibition of the Canadian banking system, 
not only with respect to the statutory pro- 
visions governing it, but also with reference 
to numerous judicial decisions by which these 
statutes are construed and applied. 

The chapters relating to various credit in- 
struments will also be found of interest to 


American bankers and lawyers on account of 
the close relations existing between Canada 
and the United States. 






NEW PAMPHLETS 


Ten Days. By George Grey. 
Duffield and Green. 50c. 


An enthusiastic account of the steps taken 
by the President during the first ten days 
of his administration, from his inauguration 
on the dreary morning of March 4 to the 
reopening of the banks and the passage of 


the beer bill. 


New York: 


How to Restore VALuges. By Ambrose 
Benkert in collaboration with Earl Hard- 
ing. New York: The John Day Com- 
pany. 25c. 

The author of this booklet advances the 
view that world prosperity can only be the 
result of a fair balance between the price 
levels of goods and of services. This equilib- 
rium, he believes, can best be attained by 
the suspension of specie payment (which had 
not been effected when the pamphlet was 
written) and an adequate depreciation of 

currency. 
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BOOK REVIEWS AND NEW BOOKS 





THE LoNDON CONFERENCE. By Donald B. 
Woodward. Garden City, N. Y.: Double- 
day, Doran @ Company, Inc. 35c. 

In this pamphlet Mr. Woodward discusses 
the necessity for international action to end 
the world crisis and outlines some of the 
difficulties standing in the way of any real 
progress. The gold standard and what a 
return to it would involve, the attempt to 
raise prices, trade restrictions and controlled 
production are some of the specific problems 
considered. 


A New Sociat Orper. By Walter Lipp- 
mann. New York: The John Day Com- 
pany, Inc. 25c. 

“The fates are busy. In such moments 


men have to live greatly or they fail miser- 
ably.” With such words Mr. Lippmann 
calls on the people of America to exercise 
the greatness of their forefathers in the pro- 
found changes that will come before we can 
attain a planned economy. 


MONOPOLY VERSUS FREEDOM. By James 
Mill. Philadelphia: Roland Swain Com- 
pany. 60c. 


Mr. Mill believes that our present eco- 
nomic difficulties are due in the last analysis 
to monopoly in the ownership of land, the 
control of public utilities and the supplying 
of credit. He blames the bankers in par- 
ticular for their refusal to issue an adequate 
monetary supply. As a remedy he advocates 
the avoidance of monopoly and _ socialism 
alike end the return to an individualism of 
equal opportunity and free competition. 


Economic Stupy oF “VALLOy.” 
Kovats. Budapest: R. Gergely. 


A proposal to exclude the use of paper for 
long term I. O. U.’s and to substitute an alloy 
of gold and silver, the value of which will 
be determined by the standard of living index 
figures. 


By Elemer 


TRAVELING TO Prosperity. By Louis H. 
Lehman. Philadelphia: The author. $1.00. 


A plan for recruiting a great peacetime 
army of tourists. These tourists would buy 
from the United States Government travel 
checks which would serve them as currency 
abroad, and the money thus paid to the Gov- 
ernment would be used to cancel the debts 
owed us by the countries where the checks 
were to be used. 


THE GUARANTY OF BANK Deposits. New 
York: Economic Policy Commission, Amer- 
ican Bankers Association. 


An account of the deposit guaranty plans 


tried by eight western states and their subse- 
quent failure. Emphasis is placed on the 
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fact that in practically every case the reserve 
funds created proved inadequate and bad 
banking practices became increasingly com- 
mon. 


CoMMERCIAL BANK MANAGEMENT. Booklet 
No. 12. Internal Bank Auditing Pro- 
cedure. New York: Bank Management 
Commission, American Bankers Associa- 
tion. 25c. 

A detailed outline for a bank auditing 
program designed to furnish an adequate 
check on every employe of the institution 
and remove the possibility of any continued 
fraud. 


THe CnHase Economic BULLETIN. Vol. 
XIII. No. 1. The Gold Standard and 
the Administration's General Economic 
Program. By Benjamin M. Anderson, Jr. 
A critical analysis of the legislation asked 

for by the Administration, predicting the 
disaster that would follow if all the permis- 
sive provisions were put into effect at once 
and expressing the belief that the inflationary 
measures in particular represent a political 
compromise and will be used with the great- 
est restraint. 


THE MEANS TO ProsPERITY. By John May- 
nard Keynes. New York: Harcourt, Brace 
and Company. 30c. 


The English writer on economic subjects 
proposes to defeat the depression by the 
simultaneous increase of loan-expenditure at 
home by the stronger financial countries, 
while more adequate reserves of international 
money would be provided by the creation of 
an international note issue. 


SELL AMERICA First. By Samuel Crowther. 
New York: The Chemical Foundation. 
This first number of the series to be 

called “The Deserted Village” ‘is a reprint of 

an article from The Saturday Evening Post. 

In it Mr. Crowthers advances the view that 

our export trade is a liability rather than an 

asset, and urges a policy of self-sufficient 
production and consumption. 


INTERNATIONAL EconoMic RECOvERY. By 
H. G. Moulton. Minneapolis: University 
of Minnesota Press. 25c. 

In its Day and Hour Series the university 
presents the outstanding speeches delivered 
on the campus during the year. In this 
pamphlet the president of Brookings Institu- 


tion explains why international co-operation 
is necessary for recovery, and advocates the 
revision of tariff policies, return to the gold 
standard, the settlement of the war debt 
problem, and extensive reduction in expendi- 
tures for armaments. 


THE One Bic BANK. 
New York: The 


tions. 10c. 


A plan for consolidating all the country’s 
banking resources in one great mutual in- 
stitution, segregating banking functions, 
checking speculation and defeating the money 
trust. 


By Isaac Don Levine. 
Mutual Plan Publica- 


ALICE THROUGH THE CELLOPHANE. By 
Elwyn Brooks White. New York: The 
John Day Company. 2%c. 

An editor of The New Yorker makes a 
satirical attack on the idea that men are to 
be regarded primarily as consumers and ad- 
vances a plan for effectively preventing over- 
production by reducing the salaries of em- 
ployes who show any disposition to get ahead 
in the business. 


WHat Asout Founpers. By Arthur A. 
Winston. New York: Allied Distribu- 
tors, Inc. 


A study of United Founders Corporation 
and its subsidiaries. 


AMERICAN STANDARDS YEAR Book. New 
York: American Standards Association. 
Issued as a record of the co-operative 

achievement of nearly 3000 scientists and 
engineers representing more than 500 na- 
tional technical and trade organizations in 
the development of a unified system of basic 
technical standards for industry. 


THe Remepy. By A. L. Wisker (San 
Francisco). 
Contains proposal for a new monetary 


system, based on a composite metal of gold 
and silver, the standard to consist of ten 
ounces of silver and two ounces of gold. 
The pamphlet also contains precious metal 
statistics, monetary data and history. 
FoREIGN ExCHANGE. By Augustin Legorreta. 

An address on foreign exchange delivered 
before the convention of the Mexican Bank- 
ers Association, by the Director General of 
the Banco Nacional de Mexico. 








REVIEW OF THE MONTH 


A SURVEY OF BANKING AND ECONOMIC CONDITIONS AS 
REVEALED IN MONTHLY TRADE LETTERS 


ONTINUED improvement in 

production and trade is indi- 

cated by nearly all the signs 
considered significant of increased busi- 
ness activity. These signs have been 
repeated so often that mention of them 
is no longer necessary. Unmistakably 
business for some months has been on 
the upgrade, and is still progressing in 
the same direction. 

With the completion of the legisla- 
tive economic program initiated by the 
present Administration at Washington, 
and the adjournment of Congress, the 
country enters on a new phase of 
economic history. While there is far 
from universal assent to the inherent 
soundness of some of the measures, 
there is practically universal acceptance 
of them and a general disposition to 
give them a fair trial in practice. 
Naturally the National Industrial Re- 
covery Act has attracted the greatest 
share of attention. Its maior objectives 
are the restoration of employment, an 
increase in wages and the bringing of 
production and exchange under regula- 
tion. But this regulation, as some 
critics of the measure have assumed, 
will not be exercised by the President. 
The various industries and trades have 
been furnished with a chart by which 
their course is to be guided. Only 
those who fail to follow its direction 
are likely to feel the restraining hand 
of the President. 

Whatever opinion one may hold as 
to the wisdom of these legislative 
measures, it must be considered as a 
happy omen that there exists such a 
general disposition to work in harmony 
with the Government in the effort to 
restore more prosperous conditions. 
Some time must elapse before the 


effects of this new program will be 
revealed. Meanwhile, as already stated, 
the evidences of renewed activity in 
production and trade are so widespread 
and have continued for such a length 
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of time that they are to be taken as 
indicating a genuine recovery, whose 
continuance does not seem likely to be 
checked by seasonal changes. 


OPINIONS FROM MONTHLY LETTERS AND 
OTHER SOURCES 


It is not possible to make quotations 
from all the monthly letters and other 
available sources of information, but 
the extracts given will be sufficient to 
show the widespread nature of the 
improvement that is taking place. 


COL. LEONARD P. AYRES 
[ Vice-President, Cleveland Trust Company] 


Business recovery is going forward in the 
United States with a vigor never before 
equalled. The Cleveland Trust Company has 
compiled diagrams of the monthly changes in 
general business activity in this country since 
1790. These records show that the improve- 
ment this year from March to April was the 
greatest monthly advance in that long span 
of nearly 144 years. Moreover, that from 
March to May set a new high record for 
two consecutive months, and it is now be- 
coming apparent that the improvement from 
March through June will be the greatest that 
has ever been recorded in three months. 


MONTHLY SUMMARY 


{Security-First National Bank, Los Angeles, 
June} 


Augmenting the gains shown in April, the 
business situation in Los Angeles and South- 
ern California registered further improvement 
during May, with many trades and industries 
reporting activities in excess of those during 
the corresponding month a year previous for 
the first time in several years. The upward 
trend which has been apparent for more than 
seventy-five days is in sharp contrast with 
the spring periods in 1932 and 1931, when 
the normal seasonal revivals failed to develop. 
While some of the recent advances are ap- 
parently due to the production and buying 
of merchandise in anticipation of rising 
prices, the increased confidence with which 
most people regard their present wages and 
salaries and the position of their businesses 
is probably of equal, if not greater, impor- 
tance. 
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MONTHLY REVIEW 
{Federal Reserve Bank of St. Louis, May 31] 


The expansion in commercial and indus- 
trial activity in the Eighth District, which be- 
gan almost immediately after the national 
banking holiday in March, continued on a 
considerably broader scale during the past 
thirty days. The improvement extended 
both to sentiment in the business community 
and actual volume of transactions. For the 
first time in many months merchants and 
manufacturers showed a disposition to cover 
on future requirements, the chief incentives 
for this attitude being the sharp advance in 
commodity prices and increased demands 
from the general public. Despite the buying 
movement, however, inventories of merchan- 
dise in numerous lines are still much below 
those at the corresponding time a year ago 
and during the past several years. 


NEW ENGLAND LETTER 
{First National Bank of Boston, May 29} 


New England business is better. Our in’ 
dex of aggregate industrial production in 
April was substantially above the preceding 
month and exceeded the corresponding period 
of a year ago by more than 10 per cent. 
While textiles, clothing and shoe industries 
accounted largely for the marked improve 
ment, the upturn was participated in by a 
number of other lines. A cheerful feeling 
is manifested in all parts of this section as 
orders flow in for our principal products and 
as an increasing number of firms report 
profits instead of losses. 


THE GUARANTY SURVEY 


{Guaranty Trust Company, New York, 
May 29} 


The last month has witnessed the most im- 
pressive advances in business activity and in 
price levels since the beginning of the de- 
pression. Thus far, the clearest evidences of 
recovery are largely confined to the heavy 
industries and the security and basic com- 
modity markets. But scattered reports in- 
dicate that constructive influences have also 
been felt in other branches of business where 
comprehensive statistical information does not 
become available so promptly as in the lines 
just mentioned. Particularly encouraging are 
the numerous instances of increased employ: 
ment and higher wage rates that have been 
reported from all parts of the country. 


MONTHLY REVIEW 
{Second Federal Reserve District, June} 


Total April sales of the reporting depart- 
ment stores in this district were 10 per cent. 
below a year ago, the smallest decrease since 
December, 1931. While the late date of 
Easter contributed largely to the favorable 
showing in April, total sales for the whole 
period from the middle of March to the end 
of April showed a considerably smaller de- 
crease than in previous months. Continued 
improvement in the first half of May is in- 
dictated by reports from department stores in 
the metropolitan area of New York, which 
showed sales only 5 per cent. below the cor- 
responding period of 1932. 

In April the New York City stores had the 
smallest decline in sales since December, 1931, 
and in a number of other localities the stores 
reported the smallest reduction in 
year. 


over a 


MONTHLY REVIEW 
[Federal Reserve Bank of San Francisco, 
May 20} 


Twelfth District business moved upward 
vigorously during April, accompanying the 
nation-wide recovery in activity. Increased 
activity not only made up for the decline of 
March but carried many seasonally adjusted 
production and trade indexes to points higher 
than in February of this year. Many com- 
modities important in this district benefited 
from the general rise in prices. There was 
considerable improvement in employment 
conditions and aggregate wage payments also 
increased substantially. 


JUNE LETTER 
{National City Bank of New York] 


In May, for the first time in nearly four 
years, the volume of trade and industrial 
production has exceeded that of the same 
month in the previous year, and such a com- 
parison heartens all business men. Prices 
are better, and in a good many lines where 
the struggle has been to keep down the red 
figures black ink is being used again. More- 
over, order books are better filled than in a 
long time. The industries are assured of a 
higher rate of operations during the next 
two months than in the same period last 
year, and they will give more employment 
and hence more support to business. 





The A. I. B. in Chicago 


HE annual convention of the 
American Institute of Banking 
was held this year in Chicago 
from June 12 to 16, amid all the 
excitement and trappings of a world’s 
fair. The management of the Century 
of Progress Exposition designated June 
12, the day on which the delegates 
gathered, as Bankers’ Day. In the 
afternoon busses took the delegates on 
a sight-seeing expedition ending at the 
Exposition, and in the evening an “all- 
star” show was given at the Audito- 
rium Theater. 

The convention was formally opened 
on the morning of Tuesday, June 13, 
with a speech by Frank N. Hall, presi- 
dent of the Institute. Mayor Edward 
J. Kelly of Chicago extended greetings, 
which were responded to by the vice- 
president of the Institute, Albert S. 
Puelicher. Reports were read by Rich- 
ard W. Hill, the national secretary, 
and Dr. Harold Stonier, educational 
director. The principal address of the 
morning was delivered by the Rev. 
Harold L. Reader of the Webster 
Groves, Mo., Baptist Church, who 
spoke on “The Supreme Art of Sales- 
manship.” 

The afternoon was taken up with 
departmental conferences under the 
direction of John J. Roe, chairman of 
the departmental conference committee 
and vice-president of the First National 
Bank of North Bergen, N. J. 


MANY DEPARTMENTAL CONFERENCES 


These conferences, which continued 
into Thursday, covered audits and 
accounting, with R. H. Brunkhorst, 
comptroller of the Harris Trust and 
Savings Bank, Chicago, as leader; Bank 
Administration, with G. Harold Welch, 
trust officer of The New Haven Bank, 
N. B. A., New Haven, Conn., and 
Robert W. Putnam, First Bank Stock 
Corporation, Minneapolis, Minn., as 
leaders; Business Development and Ad- 
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vertising, led by Walter B. French, 
vice-president of The Trust Company 
of New Jersey, Jersey City, N. J.; 
Credits, with F. Lee Major, vice-presi- 
dent, The Boatmen’s National Bank, 
St. Louis, Mo.; Deposit Functions, led 
by John H. Yonts, auditor, Mercantile 
Home Bank & Trust Company, Kansas 
City, Mo.; Investments and Investment 
Banking, under the direction of J. 
Harvie Wilkinson, Jr., manager of the 
investment department of the State- 
Planters Bank and Trust Company, 
Richmond, Va.; Savings Banking, led 
by John W. Kress, assistant secretary 
and assistant trust officer, Howard Sav- 
ings Institution, Newark, N. J.; and 
Trust Functions, under the direction of 
Maurice E. Reeve, vice-president and 
trust officer of the City National Bank 
of Philadelphia. 


CONTEST IN PUBLIC SPEAKING 


At the public speaking contest for 
the A. P. Giannini endowment fund 
prizes, each contestant was allowed six 
minutes to deliver his prepared address 
on “Strengthening Public Confidence 
in Banks”; and then was required, after 
thirty minutes’ private preparation, to 
deliver a three-minute extemporaneous 
talk on a subject assigned by the chair- 
man, P. R. Williams, vice-president of 
the Bank of America, N. T. & S. A., of 
Los Angeles. 

Edwin Holton of the American 
Trust Co., San Rafael, Cal., won the 
$500 first prize with a speech outlining 
a program for nationalization, unifica- 
tion and branch banking under rigid 
Federal supervision. He began his 
address as follows: 


THE WINNING SPEECH 


“If you were in an airplane ready 
to take off and while you still had 
time to get out you learned that your 
pilot was reckless, would you stay with 
the ship? 
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“If you were standing in a hospital 
corridor watching the white gurney be- 
ing wheeled down the hallway into the 
operating room, and on it lay someone 
very dear to you, and you learned 
that the surgeon was on the verge of 
a collapse and that many cases upon 
which he had recently operated had 
been lost, how would you feel? 

“If you had placed your life’s sav- 
ings, the financial future of your wife 
and children, in a bank, and you 
learned that the bank was incapably 
managed, what would you do? 

“No airplane is safer than its pilot. 

“No hospital is more dependable 
than its surgeon. 

“No bank is stronger than its man’ 
agement.” 

Mr. Holton went on to stress the 
need for public confidence to preserve 
the banking structure of the country, 
and expressed the opinion that, “Never 
again should banks be chartered except 
for public good, and then only when 
adequately capitalized and when every- 
one connected with banking, from 
stockholders down, shall know and shall 
be ready to meet his liability to de- 
positors.”” 

The second prize of $300 went to 
Hays E. Bassett of the Republic Na- 
tional Bank & Trust Co., Dallas, Tex.; 
third prize to E. W. Schreiner of the 
First National Bank, Alexandria, Va.; 
and fourth prize to Fred L. Chapman 
of the First Minneapolis Co., Minneap- 
olis, Minn. 


FESTIVITIES FOR DELEGATES 


The speaking contest was followed 
by a period of informal dancing. 
Wednesday afternoon was devoted to 
a boat ride to Michigan City, with an 
opportunity to see the Chicago sky-line 
and the illumination of the Century of 
Progress Exposition. Industrial visits 
were paid to the Chicago Board of 
Trade, the Chicago Stock Exchange, 
Marshall Field’s and the stockyards. 
The convention ended with a farewell 
ball on Friday night. 


LOW RATES 


You can always find 
comfortable rooms 
hospitable service 
and excellent inex- 
pensive cuisine.... 


FROM FOUR DOLLARS 
A DAY 


MARK HOPKINS 


THE FAIRMONT 
HOTELS 


OVERLOOKING SAN FRANCISCO 


four minutes from 
Shops and Theatres: 
Garage in building 








In the Chapter Publicity Display, 
first place for the best publication 
issued by a chapter having a member- 
ship of 300 or more went to Gardner 
Turrill of the Los Angeles, Cal., 
chapter, editor of The Southern Cali- 
fornia Banker. Grove B. Brewer of 
the Rochester, N. Y., chapter, editor 
of Bank Interest; and Carson J. Tully, 
Jr., editor of the Philadelphia Chapter- 
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gram, received honorable mention. 
The first award for a chapter having 
fewer than 300 members went to 
Harvey W. Peace, Jr., of the Elizabeth, 
N. J., chapter, editor of Profit and 
Loss, with honorable mention for Wil- 
liam M. Dorr, Louisville, Ky., chapter, 
editor of Twenty-One; and Maurice 
Gompf, Norfolk-Portsmouth, Va., chap- 
ter, editor of The Bank Messenger. 

Mr. Brewer was named as the chair- 
man who had obtained the best pub- 
licity results during the year; and the 
award for the member whose district 
showed the greatest number of column 
inches of newspaper space went to 
Alvin Harwell of the Norfolk-Ports- 
mouth chapter. D. J. Gallagher of the 
New York chapter received honorable 
mention in this field, as did George B. 
Butterly, Jr., of the New York chapter, 
and T. Kenneth McRae of the Rich- 
mond chapter, in that of publicity 
results. 


NEW OFFICERS 


At the closing session on June 16 
at which Fred I. Kent, exchange comp- 
troller of the Federal Reserve Bank 
of New York, was the speaker, officers 
were chosen for the ensuing year. 
Albert S. Puelicher, vice-president of 
the Marshall & IIsley Bank at Mil- 
waukee, Wis., was elected president; 
and Charles F. Ellery, assistant trust 
officer of the Fidelity Union Trust Co., 
at Newark, N. J., was elected vice- 
president. Richard W. Hill and Dr. 
Harold Stonier were re-elected secre- 
tary and educational director. The 
four new members of the executive 
council are: Hal L. Stiles, assistant 
cashier of the United States National 
Bank, Portland, Ore.; Milton F. Bar- 
low, United States National Bank, 
Omaha, Neb.; Peter C. Jansen, assistant 
secretary of the Manufacturers & 
Traders Trust Co., Buffalo, N. Y.; and 
Hays E. Bassett, assistant cashier of the 
National Republic Bank & Trust Co., 
Dallas, Tex. 


THE BANKERS MAGAZINE 


HIGHLIGHTS FROM THE SPEECHES 


“If we are looking for a fool-proof 
business system we certainly cannot 
expect to find it by freeing our mone- 
tary system from all automatic restraint 
such as is contained in a fixed quantity 
amount of gold in the dollar, and let- 
ting it float around in the atmosphere 
subject to the buffetings of-the cross- 
currents of the varying mentalities of 
men who might be in control and of 
the political forces that are ever in 
evidence. The fluctuations in a sound 
money, that are due to the positive 
effects of supply and demand that, in 
turn, in so far as a general movement 
of all commodities is concerned, are 
usually determined by the mass psychol- 
ogy of the people, do not act to 


pre- 
vent the development of industry and 
commerce, even though they may tem- 


porarily curtail or accelerate trade. 

“Are we justified in brushing aside 
the one fixed point upon which all 
industry and trade, whether domestic 
or foreign, depends for its ability to 
operate intelligently, for the purpose 
of trying to protect the speculator who 
borrowed high on the up-curve, either 
with the hope of letting go to someone 
else before the break or because he was 
foolishly intrigued with the idea that 
he was living in a new era? 

“The constant criticism of the gold 
standard that has been carried on in 
almost every country in the last two 
years is merely an effort to lift from 
the shoulders of men the mistakes 
which they have made and shift them 
upon an inanimate ‘thing. The ab- 
surdity of such attempts can be shown 
in many ways, but very few references 
to the facts ought to satisfy any one 
truly interested in understanding the 
situation.” —Fred. I. Kent. 


MUST HAVE POSITIVE ADVERTISING 


“You are familiar with the happen- 
ings in banking during 1931 and 1932 
(and I wish I might omit March, 
1933). Bank deposits declined, the 


number of customers declined and the 
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amount of bank advertising declined. 
In a sense, however, banking was not 
an unadvertised business. It was prob- 


ably the most negatively advertised 
business in the world during those 
years. The press and radio advertised 


bank failures not unlike a great bargain 
sale. And the sale was a great success, 
a negative success! Hundreds, perhaps 
thousands, of sound institutions were 
forced to close their doors as a result 
of that great force—advertising—used 
in a destructive way. 

“And then a really startling thing 
happened. President Roosevelt  ex- 
plained the situation over the radio; 
he told our banking public the truth 
about their banks. And what was the 
result? The people came back to our 
banks, millions of them, with millions 
of the dollars they had previously with- 


drawn. I am sure that some bankers 
wept in silent gratitude. That radio 
address was a bank advertisement if 


there ever was one. It was a perfect 
advertisement. It was simple, any one 
could understand it, and it was sincere. 
It was a good advertisement because it 
produced results. It proved so con- 
clusively the power of advertising that 
it should inspire bankers to continue 
the marvelous work it began.”"—A. R. 
Gruenwald, advertising manager, Mar- 
shall & IIsley Bank, Milwaukee. 


“The sudden and substantial reduc- 
tion in advertising expenditures by 
many banks in my opinion is a serious 
mistake. By this policy banks have 
undoubtedly suffered a tremendous loss 
of prestige, and their most precious 
asset, public confidence and good-will, 
which is the basis of banking success. 

“In a period of depression, in which 
financial problems become peculiarly 
pressing, it is inevitable that the banks 
should be the target of a great amount 
of misunderstanding and _ criticism. 
Some of this misunderstanding only 


time can cure, but it is highly impor- 
tant that the bankers themselves should 
use every proper means to make known 
the facts about the situation and to 
nullify the false impressions and loose 
criticisms which are not based upon 
facts."—Frank Fuchs, director of pub- 
licity, First National Bank of St. Louis. 


“There is no panacea for all our 
troubles, nor one simple solution for 
all our problems. But I believe the 
most effective approach to the problems 
of trust development is through aggres- 
sive and consistent advertising and a 
new business program. However, it 
will have to be in keeping with the 
times. Bromides, meaningless exhorta- 
tions and platitudinous phrases will not 
sufice. We must face the issues 
frankly and squarely, give the public 
the facts about trust service and clear 
up much of the misunderstanding and 
suspicion that is abroad.”—William H. 
Neal, public relations director, Wa- 
chovia Bank & Trust Co., Wéinston- 
Salem, N. C. 


BACK TO SOUND BANKING PRINCIPLES 


“We must go back to old and proven 
principles of sound commercial banking 
and never depart from them. Safety 
of deposits must always be the first 
consideration. Statistics tell us that less 
than 10 per cent. of depositors are also 
borrowers. Over 90 per cent. of bank 
customers ask only for safety, and the 
shameful record of suspensions shows 
that they have been denied it. 

“The painful process of removing the 
driftwood and wreckage from our note 
portfolios must be speedily completed. 
Banks must be relieved from the 
hindrance of bills payable and redis- 
counts. We can then take care of 
demands for legitimate loans and re- 
build on a solid foundation.—]. B. Has- 
lam, assistant cashier, Birmingham 


Trust & Savings Co., Birmingham, Ala. 











HEN employment is great, 

Morris Plan loan volume is 

high. Hard times, contrary 
to general belief, fail to accelerate 
Morris Plan business,” stated Governor 
Theodore Francis Green of Rhode 
Island in an address before the Eastern 
Morris Plan Bankers meeting at the 
Westchester Country Club, Rye, N. Y., 
June 12 and 13. “The _ inventory of 
all Morris Plan institutions is money. 
They deal in dollars. Money is their 
commodity, and its value is important 
to them. They must obtain their in- 
ventories from the buyers of their 
stock and from the public investment 
in their certificates. Those inventories 
and their services are all they have 
to sell.” 

Mr. Green traced the growth of the 
machine age, which resulted in more 
work being done by fewer men in 
less time, thereby causing unemploy- 
ment. Pointing out that almost all of 
the attention has been given to the 
production of wealth and very little 
to its fair distribution, he said that “if 
the game is to go on, the rules must 
be made fairer so as to give the ordi- 
nary consuming citizen a better chance.” 

Turning his talk more specifically 
towards inflation and its relation to 
Morris Plan banking, he defined in- 
flation as “the raising by artificial 
means of the prices of basic commodi- 
ties with the accompanying necessary 
depreciation of the dollar.” 

The hoped for results of inflationary 
measures now under way will, of 
course, be a normal increase in activity 
in all lines according to the laws of 
supply and demand, with a parallel 
increase in the wage earner’s real in- 
come. 

As for Morris Plan banking, Mr. 
Green believed that the two sources 
of working assets of Morris Plan insti- 
tutions, the stockholders and the pur- 
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Inflation and the Morris Plan 


Eastern Morris Plan Bankers Hold Interesting Meeting at Rye 


chasers of Morris Plan certificates, 
would continue with their holdings and 
the purchasing of them, due to the 
unblemished record of such securities 
and the high yield from them, which 
has always been steady and available 
for withdrawal. 

Turning to the “average man” who, 
in the aggregate, comprises 80 per cent. 
of the population of the country and 
who, having no connections with com- 
mercial banks, makes up the great army 
of Morris Plan customers, Mr. Green 
asked, “What is inflation going to do 
to him and for him?” 

“The municipal employes, the rail- 
road workers and all those who work 
in manufacturing establishments un- 
doubtedly will receive more time and 
hence more wages. In some cases 
higher wage scales will be in effect. 
Many not now employed will return 
to work. This means that more bor- 
rowers and more co-makers will be 
available and acceptable and that the 
loan volume of Morris Plan institutions 
should increase, even though the indi- 
vidual dollars borrowed may not go 
as far as heretofore. By the same 
token collections should improve and 
delinquent ratios should decrease. 
Those Morris Plan customers who can 
be classed as being in business for 
themselves should benefit even more 
than the wage earners, because their 
services and commodities will increase 
in price and should render them a 
larger return. So far as the co-maker 
end of Morris Plan activities is con- 
cerned, an~-improvement all around 
should ensue from inflation, at least 
for a period. Increased loan volume 
would result in more of the public’s 
bills being paid and more money put 
into circulation from the purchase of 
commodities. We find that the answer 
is ‘put the idle dollar back to work.’ 

“The motto of Morris Plan institu- 
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tions has been, and still is, ‘Character 
is the basis of Credit. It certainly 
is when backed up by ability to pay. 
The average man has had his ability 
to pay taken away from him through 
no fault of his own. He still has 
character. He still has capacity and 
willingness to do that which will 
produce for him dollars with which 
he can pay when his idle hands are 
put back to work. When that time 
comes, Morris Plan banking is bound 
to go ahead as it has in the past. 

“What will be the effects of inflation 
on the assets and liabilities of Morris 
Plan institutions? 

“Cash will remain about the same. 
Notes receivable will remain about the 
same to the extent of the individual 
maker’s and co-maker’s ability to pay. 
Many Morris Plan institutions have 
investment portfolios represented by a 
stock and bond account. If these ac- 
counts contain high-grade issues and 
Government bonds and actual inflation 
occurs, these issues will surely decrease 
in value, because Government credit 
and other conservative A-1 issues will 
be weakened through shrinkage of the 
dollar value. If the securities are 
second-grade and therefore more or less 
speculative, inflation quite likely will 
boost their value in companies affected 
by commodity price increase. The de- 
cline, however, is almost sure to follow 
later. Deposits on investment accounts 
should gradually show small increases, 
provided employment conditions become 
nearer normal. Reserve accounts should 
tend to increase as a smaller amount 
of bad debts is charged off. Federal 
taxes would be higher.” 

Mr. Green warned against the 
dangers of currency inflation as opposed 
to credit inflation and pointed to some 
of the disastrous experiences of the 
past. In closing, he said, “We have a 
great opportunity. Our past experience 
has trained us for it. Our past record 
has given to people confidence in us 
and given us confidence that we can 
serve them well.” 


| 390 Commonwealth Avenue— 
[| Equipment, service, rates make this 
‘| ‘The Distinctive Boston House’’ 


|| In a quiet section, yet but six f 
‘| minutes from the business, theatre jf 
|} and shopping district. 
‘(| Rooms with bath from $3.50 up 

B. M. Andrews, 





Manager 


Among other speakers at the meeting 
was Arthur J. Morris, founder of the 
Morris Plan and president of The 
Morris Plan Company of New York. 
Mr. Morris described current national 
legislative movements as they particu- 
larly related to industrial banking. 

The Morris Plan record during the 
depression years and the banking holi- 
day was reviewed by J. Rodney Ball of 
Lawrence, Mass., president of The 
Morris Plan Bankers Association. 
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LOANS SHOULD BE REDUCED 
IN PROSPEROUS TIMES 


“I would like to emphasize again that 
systematic reduction of loans in times 
of prosperity tends to check unsound 
credit expansion. Likewise, in times 
of prosperity the reduction of loans 
tends to reduce considerably the pres- 
sure on debtors resulting from the 
downward trend of commodity prices 
during subsequent depression periods. 

“It is, therefore, the obligation and 
duty of banks to their customers and 
to themselves to endeavor to place all 
loans on an installment basis, particu- 
larly loans on real estate and others 
that are not of a strictly short-term 
commercial nature."—J. C. Lipman, 
vice-president, Union Bank ©& Trust 
Co., Los Angeles. 
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BRIEF ITEMS FROM THE NEWS ABOUT BANKS AND BANKERS 


THE New York chapter of the American In- 
stitute of Banking presented certificates to 
161 graduates at its commencement exercises 


on June 2. GEORGE T. NEWELL of the 
Manufacturers Trust Company, president of 
the chapter, awarded the prizes and AR- 
THUR GARDNER of the Bankers Trust 
Company presented the certificates. The ad- 
dress was delivered by PROFESSOR RYAN 
FOX of Columbia University, who spoke on 
“The Disciplined Life.” 

The recipients of the prizes were: Charles 
F. Minor Prizes in pre-standard course, 
ERICH KITTEL, City Bank Farmers Trust 
Company; GEORGE F. SMITH, Guaranty 
Trust Company; JOHN H. BOWERS, Cen- 
tral Hanover Bank and Trust Company. Albert 
Gilbert Prizes in standard course, HAROLD 
J. STAATSBURG, first year, Bankers Trust 
Company; ROBERT BORSIG, second year, 
Chase National Bank; JOSEPH F. EM- 
MERICH, third year, Chemical Bank and 


Trust Company; WILLIAM P. SCHLIE- 
MANN, fourth year, Bank of Manhattan 
Company. Junior Officers Association of 


Group V Prizes, FRANK F. FARRAND, 
Bowery Savings Bank; MANFRED ANDER- 
SON, Green Point Savings Bank; JOHN W. 
RABER, Green Point Savings Bank. James 
G. Cannon Prize, RANSOM A. BERNE- 
BURG, Lawrence Turnure & Co. 


Durinc the first week after the passage of 
the new bank bill, prohibiting interest on 
demand deposits, the principal New York 
City Federal Reserve member banks reported 
withdrawal of $347,000,000 of demand de- 
posits. Time deposits, however, rose by $65,- 
000,000. $196,000,000 of the lost demand 
deposits was withdrawn by out-of-town banks, 
who apparently placed $27,000,000 of it in 
the call loan market. 
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GEORGE J. BASSETT, state Bank Commis- 
sioner of Connecticut, has resigned to become 
president of the Connecticut Savings Bank 
of New Haven. WALTER PERRY of New 
Haven has been appointed as his successor. 
Mr. Perry, a graduate of Williams College, 
is a former president of the Farrell Foundry 
and Machine Company of Ansonia and has 
been a director of the First National Bank 
and Trust Company of New Haven for eight 
years. 


CHESTER R. DEWEY, vice-chairman of 
the First Citizens Bank and Trust Company 
of Utica, N. Y., has been elected president 
of the Grace National Bank of New York. 
He succeeds FRANCIS H. McKNIGHT, 
who resigned on April 24, after six years as 
president. 

Mr. Dewey has been serving as active 
chairman of the state legislative committee of 
the New York State Bankers Association, and 
is president of the Homestead Aid Associa- 
tion of Utica. He is a director of the Con- 
solidated Water Company, the Utica City 
Ice Company and other corporations. He 
will enter on his duties as president of the 
Grace National on July 17. 


THOMAS HEWES of Connecticut was in- 
ducted into office as Assistant Secretary of 
the Treasury in charge of fiscal affairs on 
June 12. Former Assistant Secretary JAMES 
J. DOUGLAS, Jr. of Chicago, whom Mr. 
Hewes succeeds, and former Under-Secretary 
of the Treasury ARTHUR A. BALLENTINE 
of New York had both stayed on in Wash- 
ington after March 4 to help the new ad- 
ministration in the adjustment of the bank- 
ing crisis. 


WALTER KASTEN, president of the First 
Wisconsin National Bank and of Wisconsin 
Bankshares Corporation, has announced the 
election of H. R. BURLING as vice-president 
and director of the Wisconsin Bankshares 
Corporation to correlate the activities or the 
member banks and supervise the relations of 
the various units with the parent company. 
Mr. Burling was formerly associated with 
Peat, Marwick, Mitchell & Co., for whom 
he was resident manager of the Milwaukee 
office and supervisor in charge of bank ex- 
aminations and audits conducted by the firm 
in the Middle West. 


THE Cleveland Trust Co. opened its sixtieth 
banking office on June 19 in Shaker square, 
in quarters formerly occupied by a branch 
of the Guardian Trust Co. WILLIAM B. 
NEEDS, assistant manager of the bank’s new 
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business department, is in charge of the new 
office. Mr. Needs started as a teller at the 
Cleveland Trust Co. on his graduation from 
high school in 1911. For ten years he was 
salesman for a large manufacturing concern, 
but returned to the bank in 1921. He was 
promoted to assistant manager of the new 
business department in 1931. 

The Cleveland Trust Co., which is a 
pioneer in the branch banking field, an- 
nounced its fifty-ninth office during the week 
previous to the opening of the Shaker square 
branch. CHARLES D. HODOUS is man- 
ager of this office, which is in former quarters 
of the Union Trust Co. at Detroit and 
West 65th streets. 


THE board of directors of The Chase Na- 
tional Bank of the City of New York at a 
June meeting made the following appoint- 
ments: JONAS C. ANDERSON sand 
CHARLES F. BATCHELDER to be vice- 
presidents; JOHN S. LINEN and LESLIE 
W. SNOW to be second vice-presidents; 
EDWARD A. CRONE, WALTER W. 
DOWNING, JOHN T. INGLESBY, Jr., 
ARTHUR D. LANE and GEORGE H. 
REEVES to be assistant cashiers. 


HENRY CLAY has been appointed eco- 
nomic advisor to the governors of the Bank 
of England to succeed PROFESSOR O. N. 
W. SPRAGUE of Harvard, who resigned to 
become adviser to the United States Treasury 
Department. Mr. Clay has served the Bank 
of England for some time as economist to 
the securities management trust, and recently 
visited Argentina with Sir Otto Niemeyer, 
financial expert. 


Tue Hibernia National Bank in New Or- 
leans opened its doors on May 22 with 
$3,000,000 capital and surplus and $14,000,- 
000 of deposits. Three days later it had re- 
ceived a net gain in deposits of well over 
$1,000,000. R. S. HECHT, chairman, and 
A. P. IMAHORN, president, expressed great 
satisfaction with this evidence of the com- 
munity’s co-operation and confidence. 


OSCAR WASSERMAN, Jewish director of 
the Deutsche Bank in Berlin, has informed 
the board of directors that he is resigning his 
position for “personal reasons.” The resigna- 
tion will go into effect at the end of the year. 


THE Chase Harris Forbes Corporation, for- 
mer securities afhliate of The Chase National 
Bank, has sold its interest in Chase, Harris 
Forbes, Ltd., London, to British interests, 
which will continue the business under the 
name of Balfour, Boardman & Co. 


SENOR DON PEDRO TORRES, president 


of the Chilean Bank, was given a a luncheon 
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A KIND WORD FOR TH GLASS 
BILL 


GerorcE V. 
Recently elected president of the New 
York State Bankers Association and 
president o: the Brooklyn Trust Com- 

pany. 


McLAvuGHLIN 


“THE Glass-Steagall Act was the fruit 


of much careful study and _ honest 
thought on the part of those who 
drafted it, and I feel sure that their 
intention was not to penalize the banks 
but to strengthen the banking system 
of the country. Here in New York 
State, because of our relatively strong 
banking system and relatively high de- 
gree of liquidity. we did not see any 
necessity for this legislation, but it is 
fair to assume that its proponents had 
in mind the banking situation of the 
entire country. I do not think it is 
the time to talk about withdrawing 
from the Federal Reserve System be- 
cause of our objections to this legisla- 
tion.” 


by the Chile-American Association when he 
passed through New York on his way to the 
World Economic Conference. Senor Torres 
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has been connected with the Chilean Bank 
since 1894, and has been its president since 
1931. H.C. Bellinger of the Chile Explora- 
tion Company presided at the dinner, and 
the guests included officers and other repre- 
sentatives of companies engaged in Latin- 
American trade. 


EUGENE R. BLACK, Jr., of Atlanta, Ga., 
became associated with The Chase National 
Bank on July 1. He is making Atlanta his 
headquarters, and will maintain contacts in 
Georgia, North Carolina, South Carolina, 
Florida, Tennessee, Mississippi, Louisiana and 
Alabama. 


ContTrRoL of the American National Bank and 
Trust Company of Chicago has been bought 
by a syndicate of local business men, headed 
by WEYMOUTH KIRKLAND. The con- 
trol has been for some time in the hands of 
the Manufacturers Trust Company of New 
York, which took over some collateral secur- 
ing loans made to individuals formerly identi- 
fied with the management of the bank. Mr. 
Kirkland said his group had bought the stock 
as an investment and did not intend to merge 
the bank with any other institution. Up to 
January 8 the bank was known as the Straus 
National and Trust Company. 


FREDERICK H. TURNBULL of Cambridge, 
Mass., has been chosen president of the new 
First National Bank at Portland, Me., which 
opened on July 1 in the quarters formerly 
occupied by the old First National. Mr. 
Turnbull was formerly connected with the 
National City Bank of New York, the Har- 
vard Trust Company of Cambridge and the 
Webster and Atlas National Bank of Boston. 

CLIFTON W. DAVIS of Portland is 
chairman of the board of the new bank, and 
JOHN B. PAYSON of Portland is active 
vice-president. 


ROBERT PAINE BREWER, | formerly 
president of the First National Bank of 
Tulsa, Okla., and recently one of the senior 
vice-presidents of the Manufacturers Trust 
Company of New York City, died at Tulsa 
on June 14 after an illness of six months. 

Mr. Brewer, a native of Oklahoma, gradu- 
ated from Southwestern University in 1896. 
The same year he organized the First Na- 
tional Bank of Checotah, Okla., where he re- 
mained till 1901, when he went to the First 
National Bank of Quinton. In 1908 he be- 
came president of the First National Bank of 
McAlester; in 1916 vice-president of the 
Commerce Trust Company, Kansas City, Mo.; 
and in 1921~-president and chairman of the 
board of the Exchange National Bank of 
Tulsa. In 1929 he came to New York to be 
vice-president and director of the Chatham 
Phenix National Bank and Trust Company, 
and when this merged with the Manufactur- 
ers Trust Company in 1932 he was made one 
of the senior vice-presidents. He returned 
to Tulsa several months ago because of ill 
health. 











JOHN DONOVAN, advertising manager of 
the Central Hanover Bank & Trust Company, 
New York, has been appointed a director of 
the National Financial Advertisers Associa- 
tion to fill the post recently held by DON 
KNOWLTON, advertising manager of the 
former Union Trust Company, Cleveland, 


Ohio. 


CHARLES A. SCOTT, a vice-president and 
director of the First National Bank of 
Cooperstown, N. Y., died on June 1. He 
had been associated with the institution for 
over thirty years. 


COMING BANKERS’ 
CONVENTIONS 


AMERICAN BANKERS ASSOCIATION. Stew 
ens Hotel, Chicago, September 4-7, 1933. 


CENTRAL BANK MANAGEMENT CONFER’ 
ENCE. Indianapolis, Ind. Postponed until 
further notice. 


DELAWARE BANKERS ASSOCIATION. Reho- 
both, September 7, 1933. 
FINANCIAL ADVERTISERS ASSOCIATION. 


Waldorf-Astoria, New York City, Septem- 
ber 11-14, 1933. Executive secretary, Pres- 
ton E. Reed, 231 South LaSalle Street, Chi- 
cago. 


FLORIDA BANKERS CONVENTION. Orlando. 
Postponed. 
INVESTMENT BANKERS ASSOCIATION. Hot 


Springs, Va., October 28-November 1, 1933. 


KENTUCKY BANKERS ASSOCIATION. Louis- 
ville, September, 1933. No date. 


MASSACHUSETTS SAVINGS BANKS ASSOCIA’ 
TION. New Ocean House, Swampscott, Sep- 
tember 14-16, 1933. 


MonTANA BANKERS ASSOCIATION. Helena, 
July 28-29, 1933. 


Morris PLAN BANKERS’ ASSOCIATION. 
Brown Hotel, Louisville, Ky., October 2-4, 
1933. 


MortTGAGE BANKERS ASSOCIATION. Secre- 
tary, Walter B. Kester, 111 West Washing- 
ton Street, Chicago. Statler Hotel, St. Louis, 
Mo., October 10-11, 1933. 


NATIONAL CONFERENCE OF BANK AUDI 


TORS AND CoMPTROLLERS. Chicago, Oc- 
tober, 1933. No date. 

New Mexico BANKERS ASSOCIATION. 
Franciscan Hotel, Albuquerque. Indefinitely 


postponed. 


IN THE MONTH'S NEWS 





111 






New York Savincs BANKS ASSOCIATION. 


Waldorf-Astoria Hotel, 


New York City, 
October 23-24, 1933. 


NortH Caro_inaA BANKERS ASSOCIATION. 
Pinehurst. Postponed. 


WyYoMING BANKERS ASSOCIATION. Casper, 
September 1-2, 1933. 


JUNE DEATHS IN THE BANKING 
WORLD 


H. Herbert Applegate, Hanover Bank of 
New York. 

Joseph D. Applewhite, Bank of Millen, Ga. 

Theodore H. Banks, North River Savings 
Bank, New York City. 

J. A. Bradley, First National Bank, Iowa 
Trust @ Savings Bank, Centerville, Ia. 

Robert P. Brewer, Manufacturers 
Company, New York City. 

Wiiliam H. Burr, Southport (Conn.) Sav- 
ings Bank. 

William R. Carroll, Rhinebeck (N. Y.) 
Savings Bank. 

John B. Chilton, Comanche (Tex.) Na- 
tional Bank. 

Charles M. Conway, Miller County Bank 
& Trust Co., Texarkana, Ark. 

Joseph D. Coven, Exchange Trust Co., 
Little Rock, Ark. 

John Denker, 
Bank. 

Oscar E. Dunn, Peoples State Bank, Fran- 
cesville, Ind. 

Charles W. Elston, St. Louis County State 
Bank, Duluth, Mich. 

John Eyer, City Savings Bank & Trust Co., 
Alliance, Ohio. 

Robert W. Flenniken, Dollar Savings Bank, 
Commonwealth Trust Co., Pittsburgh, Pa. 


Trust 


Brighton (N. Y.) State 


Bank Buildings 


If you are considering modernizing 
y ae present quarters or contemplat- 
ing new offices, we believe it will pay 
you to let us solve your problems. Years 
of experience in designing bank build- 
ings qualify us to perform these services 


for you perfectly and economically. 
Booklet sent upon request 


CHAS. A. HOLMES 


formerly of 
HOLMES & WINSLOW 
Established 20 Years 


153 E. 38th Street - New York 
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John P. Frenzel, Sr., Merchants National 
Bank, Indiana Trust Co., Indianapolis, Ind. 

Henry W. George, Bank of Mantee, Miss. 

Nathan Hatch, First Trust Company, Al- 
bany, N. Y. 

John C.. Hendrickson, Corn Exchange 
Bank, New York City. : 

George J. Herold, Bellevue (Ky.) Com- 
mercial & Savings Bank. 

Arthur Whittier Hill, Boston (Mass.) Five 
Cents Savings Bank. 

George Rumsey Howard, Erie County Sav- 
ings Bank, Buffalo, N. Y. 

Charles Hubbell, North Philadelphia Trust 
Company. 

J. H. Keeney, National Bank of Middles- 
boro, Ky. 

Chris J. Keller, Northside Bank & Trust 
Co., Cincinnati, Ohio. 

Philip E. Macy, New Bedford (Mass.) In- 
stitution for Savings. 

John H. Madden, Sr., W. H. Goadby & 
Co., New York City. 

R. B. McDaniel, Farmers & Merchants 
Bank of Dyer, Tenn. 

Joseph Augustus McKellip, Commercial 
and Farmers Bank, Peoples Bank, Maryland 
National Bank, Baltimore, Md. 

Rudolph A. Metz, Ladenburg, Thalmann 
& Co., New York City. 

L. C. Miller, Morgan Plan Co., Inc., Way- 
cross, Ga. 

Harry E. Munson, Citizens State Bank, 
Windsor, Ill. 

W. Irving Osborne, Commercial Trust & 
Savings Bank, Evanston, Ill. 

Edgar J. Phillips, East Brooklyn (N. Y.) 
Savings Bank. 

Conrad C. Probst, International Germanic 
Trust Company, New York City. 

Gustavus Rehahn, Citizens Savings and 
Loan Association, New York City. 

William C. Richardson, Ashland (Ky.) 
National Bank. 

Charles C. Ryan, Long Island National 
Bank, Hicksville, N. Y. 

Charles A. Scott, First National Bank of 
Cooperstown, N. Y. 

James A. Shephard, Watkins Glen (N. Y.) 
State Bank. 

Nathan Hart Sherwood, First Stamford 
(Conn.) National Bank & Trust Co. 

Andrew J. Sloper, New Britain (Conn.) 
National Bank. 

George W. Sugden, Citizens Loan & Trust 
Co., Mankato, Minn. 

George W. Traber, Citizens Bank, Perry, 
Mm. ¥. 

William C. Wright, First National Bank, 
Newnan, Ga. 

Edward W. Zimmerman, Guaranty Bank 
& Trust Co., Alexandria, La. 





INDEX TO ADVERTISER 





American Telephone and Telegraph 


NAG SG eer a dis Preiss Coes ee nee eos wes 56 
Bank of America in California..... ii 
Bank: of Australasia. ......ccccccoes xiii 
Bank of Montreal. .....ccccecsccoes 77 
Bank of New South Wales.......... xv 
Bank of the Philippine Islands.... 76 
Banking Law Journal... ..cccccecccce 80 
Berlitz School of Languages........ 78 
Brunswick Hotel... ....cecccccsveese 108 


Canadian Bank of Commerce..p 4, cover 


Central Bank of India............. 79 
Chalfonte-Haddon Hall ...........+.. 110 
Chase National Bank...........+++. i 
Christiania Bank og Kreditkasse.... 74 
Cleveland Trust Company.......... 64 
Commercal Bank of Greece......... iv 


Continental Illinois National Bank & 
Trust Co. of Chicago. ......cccceee vi 


Corn Exchange National Bank and 
Trust Company, Philadelphia..... x 


Elliott Service Co., IMc........-+.e0.% 83 


English, Scottish & Australian Bank, 
BSE i. 6.55 0s candies pice et Peee arc viii 


Financial Advertisers Association.... 


Gt ts BRC aten Se ote, eae ale eater pie Se p. 3, cover 
First National Bank of Boston...... 88 
Guaranty Trust Company of New F 

Pp . Saneerareerrer Gare ean roe tee ee xvi 
Folmmes, Chas. Ans cccccdcsccccvsece 111 
International Banking Directory.... 

cat Vth ane Ue ee Cig tp eae Dees ee p. 4, cover 
La Previsora National Bank of Credit 75 
DiNGE TRG. 6 con cca seKsionch ae wesios 108 
Mark Hopkins or the Fairmount 

SOND 6 05555 6 086 46 0h RP Ries DS He BLO 103 
Martins Bank Limited.............. iv 
MeArdle & McArale..<.vicivc.cccccacons 69 
Morgan. -0. Bi FE COs 600s eer eds p. 2, cover 
Mosler Safe COMPAR <...: ccevccerce 83 
Muller, Adrian H..@ Son... 26.0. cere 61 
National Shawmut Bank............ 59 
Nederlandsche Handel-Maatschappij Vv 
New York Trust Company..... p. 2, cover 
Philadelphia National Bank........ 48 
Puritan - BEG. 6.0 esiacdeccsscecres 107 
Skandinaviska Kreditaktiebolaget... 73 
Strayer Coin Bag Company........- 83 
Tilghman Moyer Company.......... 83 
Travelers Bank of Paris..........-- 72 
Union Bank of Australia, Limited.. Vv 
United States Corporation Company 85 
United States Trust Company of New 

:f: See erere eke ee ee re ee Insert 
York Safe and Lock Company...... Insert 


THE BANKERS MAGAZINE I 

















AA RA RA AA RA RA RR AA AA RA RA RA RA RARAAARARARAAR AA RARARARARARARARARARARARARARARARARARA 






ARARARARARAAARARARA AAS) 







Sactmon P. Cuase, Secretary of the Treasury under LiNCOLN 


THE CHASE 
NATIONAL BANK 


ITIL LLL Linilivitilitititivititiwitinintninio leon ununl 








CITTITITITITIT iii iii i iii 



















































| 
| ae : 
| of the (ity of New York H 
i > 
| 3 
| STATEMENT of CONDITION JUNE 30, 1933 o 
H > 
| RESOURCES H 

CasH AND Due From Banks . Sloe . $ 357,374,133.97 3| 
|s U. S. GovernMENT SECURITIES. . . 2... 2... 207,954,818.10 3| 
iE STaTE AND Municipau SEcuriTIES 3 
is MATURING WITHIN TWO YEARS. ......... 90,477,288.13 3 
E Oruer State AND Municipat SECURITIES... . . 8,506,289.43 3 
: OrHER SECURITIES 3| 
lg MATURING WITHIN TWO YEARS. . ....... 44,231,972.86 3 
le FEDERAL REservE BANK Stock ......... 8,160,000.00 3| 
: OrHER Bonps AND SECURITIES .......... 97,628,637.20 3| 
: LOANS Ae EMECOUMISD Se ee Se 779,754,902.38 >| 
le SURE ON aN Sa ab eS tg gS ee 32,069,185.55 
is Customers’ ACCEPTANCE 

Leama ks 5. 5c» 2 2 SORES 

Less AMounTIN Portrotio . . . 5,883,232.40 85,559,268.40 
CURE TROON ae. eae ere ca Ge ea tonnes 15,465,668.12 


A AARARARARA RA RARARARARARARARARR RA RAAT RARA AA AR AR AA RARARARARARA RARA AR AA AA AA 


$1,727,182,164.14 


LIABILITIES 


CapPITAL . . $ 148,000,000.00 







RMON Fonte ay saa ee Ea ew, eRe a ee 50,000,000.00 
Unpivipep Prorirts . RS nee ne 8,704,629.11 
RESERVE FOR TAXxEs, INTEREST, CONTINGENCIES, ETC. 3,332,938.18 
| Divipgnp Pavaeve Jory}, 1933... «3. hs es 2,590,000.00 
EORPORTES 5 6 eS ws: be eee i lp eee 
ACCEPTANCES . . . . . . $93,353,668.42 


Less AMOUNT IN PorTFOLIO . . . 5,883,232.40 87,470,436.02 
LiaBILity As EnporRSER ON ACCEPTANCES 


AMD BOREIOM PALES. 6 eo) eo elpie: Se A ee 1,101,189.28 
OTrHRe RIAMTIAUED sce in es Ew Knee 17,645,813.49 
$1,727,182,164.14 


This statement does not include the statements of any of the 
organizations affiliated with The Chase National Bank 
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CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, June 30, 1933 


RESOURCES 
Cash and Due from Banks . 


United States Government Securities . 
Other Bonds and Securities . 

Loans and Discounts : 

Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances . 
Other Banks’ Liability on Bills Purchased 
Interest Accrued but Not Collected . 
Bank Building 

Other Resources 


LIABILITIES 


Capital Stock 

Surplus ; 

Undivided Profits 

Reserve for Contingencies 

Reserve for Taxes and Interest 

Deposits 

Acceptances. . F ; * 
Other Banks’ Bills Endorsed and Sold 
Discount Collected but Not Earned 
Other Liabilities 


$189,409,366.71 
128,413,856.24 
69,788,954-88 
343,028,965.79 
3,000,000.00 
11,071,804.83 
280,116.15 
2,080,319.45 
14,550,000.00 
619,414.32 


$762,242,798.37 


$ 75,000,000.00 
25,000,000.00 
1,600,717.16 
5,000,000.00 
10,042,172.37 
632,819,314.92 
11,286,234.71 
280,116.15 
594,828.74 
619,414.32 


$762,242,798.37 


TT Ya) 


The capital stock of the Continental Illinois Company, held in trust for the 
stockholders of the Continental Illinois National Bank and Trust Company of Chicago, 


is not included in the above figures. 





